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INTRODUCTION. 


The following supplement contains an analysis of the com- 
mercial agreements entered into at Ottawa. The only general 
statement of principle enunciated at the Conference regarding 
the agreements is contained in the following resolution, drafted 
by the Committee on Promotion of Trade within the Common- 
wealth : — 


“The nations of the British Commonwealth having entered 
into certain Agreements with one another for the extension of 
mutual trade by means of reciprocal preferential tariffs, this 
Conference takes note of these Agreements and records its 
conviction ; 


That by the lowering or removal of barriers among themselves 
provided for in those Agreements the flow of trade between the 
various countries of the Empire will be facilitated, and that by 
the consequent increase of purchasing power of their peoples 
the trade of the world will also be stimulated and increased ; 


Further, that this Conference regards the conclusion of these 
Agreements as a step forward which should in the future lead to 
further progress in the same direction and which will utilise 
protective duties to ensure that the resources and industries of 
the Empire are developed on sound economic lines.” 


Part I. deals with the advantages which Great Britain has 
accorded to the Dominions. Starting with figures which illus- 
trate the extent of the hold which the Dominions had on the 
British market prior to 1932, it proceeds to show, first, the 
extent of trade affected by the Import Duties Act, which granted 
a free entry to Dominion produce for all the goods included in 
the tariff which that Act has imposed. Next, it sum- 
Marises the new commitments which this country has under- 
taken at Ottawa for the benefit of Dominion trade. These con- 
cessions fall into five categories. In the first place, certain 
commodities hitherto free are now to be taxed when coming 
from foreign countries, the chief item in this connection being 
wheat. Secondly, the duty on certain articles, notably on dairy 
produce and fruit, is to be raised by the substitution of certain 
specific rates for the present ad valorem duty. Thirdly, for a 
number of commodities the margin of preference granted to the 
countries of the Empire under the Import Duties Act is to be 
guaranteed for a period of five years subject to certain provi- 
tional exceptions where the right to impose duties on Dominion 
produce is reserved. Fourthly, all categories of Dominion pro- 
duce now coming in free under the Import Duties Act will con- 
tinue to come in free during the period of Agreement, though 
except in the cases covered in the preceding group no obligation 

been undertaken to maintain the present rate of duty on 
such goods coming from foreign countries. Fifthly, imports of 
Meat are to be subject to a quota scheme, the effect of which 
will be to increase the proportion of our supplies purchased 
from the Dominions. In the case of dairy produce and some 
tther commodities, an attempt is made to guard against any 
harmful reaction upon the British consumer by providing that 

Agreement is subject to cancellation in the event of the 
Prices at which Dominions goods are supplied to Britain rising 
above the world level. 
The second part of this Supplement contains a summary of 





































































































the measures which the various Dominions, India and Southern 
Rhodesia, have undertaken to adopt with the object of facili- 
tating imports from Great Britain. Although there are certain 
features common to two or more of the Agreements, there are 
considerable differences in form between them. In the case 
of Australia, for example, the Government were bound by an 
undertaking given to the Australian Parliament not to lower 
duties without first referring the items in question to the Tariff 
Board. The delegation at Ottawa, therefore, was not able to 
promise any specific reduction of the duties against British 
trade; but they did undertake to standardise the preference 
given to British goods in acordance with a specific formula 
which, in a very considerable number of cases, means an in- 
crease of the preference already given. This standard prefer- 
ence could only be given in the first instance by increasing the 
duty against foreign goods. These new rates came into effect 
on October 14th last. A few categories of goods were, 
however, reported on by the Tariff Board in August last, and 
new rates came into effect in September. It is to be presumed 
that the Tariff Board will now take into consideration a con- 
siderable number of other categories and that they will be 
adjudicated upon in accordance with certain principles laid 
down at Ottawa and described in the following pages. 

The Canadian agreement is more definite and is embodied in a 
schedule of some 215 items, covering some 40 per cent. of 
Britain’s trade with Canada. In respect of all of these items 
the British position is improved, either by the goods being 
placed on the Free List, by the reduction of the duty against 
British goods, or by an increase of the duty against foreign 
goods. 

New Zealand standardises existing preferences but gives a 
preferential advantage by abolishing the surtax on British 
goods, and lowers the British preferential duty on four items. 

South Africa, whose tariff level is comparatively moderate, 

undertakes to maintain the existing British preference on a 
considerable list of articles, widens the preference on a shorter 
list, either by reducing the British rate or increasing the 
foreign rate, and imposes a higher specific duty on a few 
foreign textiles. 
India undertakes to give a 10 per cent. preference on existing 
revenue ’’ duties, and promises also to give a 10 per cent. 
preference on duties imposed for ‘‘ protective ’’ purposes unless 
the Tariff Board decides that the full measure of protection is 
required against British goods. 

A short list of preferences are granted by Newfoundland and 
a few similar arrangements are accorded by Southern Rhodesia. 

This section also contains a survey of trade opinions as to 
the effect of the Dominion concessions and a commentary on the 
general clauses contained in the Agreements. 

Part III. contains some general comparisons and reflections, 
including a reference to the connection between the Ottawa 
Agreements and our trading relations with the rest of the world. 
The Supplement does not deal with the Ottawa discussions 
(already noted in the Economist) on monetary policy, nor with 
the position of the Colonies. The latter question we hope to 
review in a later issue. 
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PART 


BRITISH TRADE WITH THE EMPIRE. 


Before analysing the concessions made by Great Britain to 
the Dominions, it will be convenient to give a brief picture of 
Imperial trade. The following table shows, over a series of 
years, the proportion of Britain’s total imports and exports 
which were purchased from or sold to countries of the Empire. 
The trade with the Dominions (other than the Irish Free State) 
and India is shown separately : — 


British IMpPpoRTs. 


Dominions (ex- 


From Foreign From Whole ‘ lu ng Irish Free 


























Countries. Empire.* | St - India and 
‘ Total. R hodesia, 
Year. £000. : | 
Amount, | ( Amount. | 4 Amount, | 
£°006 £°000. | £°000 
| | | | hentia ha 
1913 ... | 768,735 577.219 | 75-0 | 191,516 25-0 | 150,779 | 19-6 
re 85,500 | 781,64) | 72-1 303,859 27-9 | 244,649 22-5 
1925... | 1,520,715 | 891,579 | 67-5 | 429,136 | 32-5 | 392,591 | 22-9 
1927... | 1,218,341 | 851,680 70-0 | 366,661 | 30-0 | 245,888 20-2 
1929... | 1,220,765 | 861.923 70-6 | 358,842 | 29-4 240,590 19-7 
1930... | 1,043,975 739,945 70-8 | 304,030 29-2 | 204,576 19-6 
1931 ... 862,174 614,511 71-2 247,463 28-8 | 169,531 19-7 
' | i ' 
BRITISH EXPORTS. 
Dominions (ex- 
» Fore lo Whole Empire.* cluding Irish Free 
ountrie : —— State), India and 
nD j Rhodesia, 
Year. Bie Scale - 
£°000. | 
oun Amount. |, Amount. | 
£ ( | £°000. | o | £°000. o 
| | ! | 
et ee y : | | 
1913... | 525.253 329,942 62°8 | E311 | S¥°2 163,277 | 31-1 
1921 ... | 703,399 423,667 60-2 | 279,732 39°8 220,125 | 31-3 
1925 ... | 773,380 438,26¢€ 56°6 | 355.: 4 43-4 230,055 | 29°8 
1927 ... 709,081 382.431 | 54:0 26,65 46-0 228,040 | 32-2 
1929... | 729,349 | 404,898 55°5 | 324,451 | 44:5 | 224,741 | 30-9 
1930... | 570,755 | 322,410 | 56°5 248,345 43-5 | 162,228 28°4 
1931 ... 329,163 218,557 | 56-2 170,606 43°8 103,483 | 26°6 





* Irish Free State¥Trade included fro: 1925 onwards. 


The table shows that whereas since 1927 the Dominions have 
very nearly maintained their position in the British market, 
our trade has fared worse in the Dominions than in foreign 
countries since that date. 


Dominion and Foreign Markets. 


As regards our trade with foreign countries no single general- 
isation can safely be made, for in the early part of the last 
decade a number of countries outside Europe were enjoying a 
certain measure of prosperity at a time when Europe was 
suffering severely from the after-effects of the war. From 
1925 to 1930 Europe was recovering. The handicap of violently 
depreciating currencies had been overcome; the more drastic 
forms of trade restrictions and prohibitions had been modified ; 
and from 1927 onwards—under a regime of commercial treaties, 
and as a result of the efforts of the League of Nations—the 
rise of tariffs, which had taken the place of direct administra- 
tive restrictions and had shown signs of growing, was definitely 
checked. Some of the most important countries outside Europe, 
however, continued to maintain tariffs substantially higher 
than those of the larger European countries, while the tariffs 
of the Dominions, following the example of the United States, 
continued to rise, a sharp stimulus to this movement being 
given by the American tariff of the spring of 1930. This 
general tendency is reflected in the export figures, which show 
a fall in the proportion going to the Dominions between 1927 
and 1930, the rise in the foreign proportion being entirely 
‘ attributable to increased sales to Europe. The figures for 1931, 
‘of course, show that the slump of that year was not only very 
severe but also universal. 

In general the figures show that we sold much less to the 
Dominions than they sold to us; but this is, of course, the 
normal condition of a creditor country which must either lend 
back the proceeds of its overseas investments, or accept them 
in the form of an import surplus. It is, however, to be noted 
that the free entry of Dominion goods into Great Britain 
enabled them to do better in the British market than British 
exporters were able to do in the Dominions markets, in spite 
of the fact that in most of them there was a preference 
accorded to British goods. This comparative situation may 
be illustrated by the following table, which compares the pro- 
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portion of the total exports of the Dominions that found their 
way to the home market with the proportion of Dominion 
imports which were supplied by Great Britain in 1931:— 


Proportion of Total 
Imports purchased 


Proportion of 
Total Exports sold 


Country. to Great Britain. from Great Britain, 

oO o/ 

o /O 
| ee iecacas 28-3* 17°4 
Aspptealia .....00c0e 49-8 39-4 
New Zealand ...... 87-7 49-4 
Ne aa ke 27:9 35-4 
South Africa ...... 43-4 43°3 


* This figure would be larger if Canadian exports via the United 
States could be included. 


The South African figures would show a much larger per. 
centage under the heading of exports if coin and bullion had 
been included. Of the larger British countries, India alone 
shows a ratio of British imports to total imports which is 
greater than the ratio which her exports to Britain bear to 
her total export trade; and paradoxically enough India is a 
British country which has not a general system of preference 
for British goods. 

The concessions made this year to the Dominions fall into 
two parts:—(i) the preference granted under the various 
duties that have been imposed since November last, and (ii) 
the special concessions agreed at Ottawa. 


Pre-Ottawa Concessions. 


Import Duties Act, etc.—The concession of free entry for 
Empire produce under the Import Duties Act and Horticul- 
tural Products Act gave the Dominions a preference varying 
from 10 per cent. to 33 per cent. over a range of commodities 
covering one half of British trade. The value of this preference 
to the various Dominions turns, of course, upon the extent to 
which they supply the kind of goods on which these new taxes 
have been imposed. Some idea of its relative importance to the 
various parts of the Empire can be formed from the following 
table analysing the imports from the Dominions in 1930 accord- 
ing as to whether they fall into the categories of goods previously 
taxed, goods subject to the new duties and goods still remain- 
ing on the free list. This table, which is taken from a state- 
ment submitted by the British delegation at the Ottawa Cor- 
ference, represents the situation prior to the Ottawa Agree- 
ments :— 


RETAINED IMPORTS FROM THE DomINIONS 1n 1930. 





| 
Proportionate Distribution of Retained Imports. 


Goods 
Total Goods subject to Goods still 
Country of Origin. | Retained already New Duties on Free 
; Imports. subject when List from Total. 
to Tax imported all sources 
from all from in August, 
sources. Foreign 1932. 


Countries, 


£’000 % % % % 
RR i diucnia sabes 35,760 1:8 54°3 43-9 100 
Australia ...........00++ 38,980 12-0 34-6 53-4 100 
New Zealand .......... 40,290 0-2 50-3 49-5 100 
Union of South Africa} 11,850 13°3 39-0 47-7 100 
Irish Free State ...... 41,920 13:7 26-3 60-0 100 
Newfoundlane ......... 2,032 cae 13-1 86-9 100 
British India .......... 40,070 36-8 2°6 20°6 100 
Southern Rhodesia ... 1,089 14-2 43°5 2°3 109 
ee | es 
Total Dominions— 
India and Southern 
Rhodesia ......... 212,000 13-0 41:0 46-0 100 
" Fe 
Total Other British 
Countries .........++. 47,000 43-5 31-0 25-5 100 
eee aa 
Total, Foreign Coun- 
SR aerate 698,000 17-0 53°0 30-0 100 


Thus these new preferences covered more than half of th 
sales of Canada and New Zealand to the Mother Country, i 
cluded from 30 to 50 per cent. in the case of Australia, South 
Africa, British India and Southern Rhodesia, and were lowes 
in the case of Newfoundland. . 

There has hardly been sufficient time for the full effect © 
these preferences to become apparent in the trade returns, fo" 
the figures from March to June (the only data available since the 
duties took effect) include imports shipped before March 1st 



















































th 
eit 


Po 

































































it 


eT. 
iad 
one 
| 1s 
0 
iS a 
nee 


into 
ious 
(il) 


for 
icul- 
ying 
ities 
ence 
it to 
AXeS 
o the 
wing 
cord- 
ously 
nain- 
tate- 
Con- 
gree- 


Total. 


of the 
ry, it 
South 
lowest 


fect of 
ns, for 
nce the 
ch 1st, 





October 22, 1932. | 


THE ECONOMIST. 3 


al 


are distorted by imports hurried through from foreign countries 
in January and March to forestall the tariff, are influenced by 
the fact that, whereas most of the Empire followed us off gold, 
foreign countries which remained on gold have been handi- 
capped in selling to us by the fall in the £ and are in any case 
subject to many incalculable influences of the depression. All 
these qualifications must be borne in mind in comparing the 
following figures of Empire and other imports in these three 
months with those of previous years :— 


British Imports IN £ MILLION IN QUARTER MARCH—JUNE. 


Imports from Imports from 


Total Foreign Countries. British Countries. 
Imports. Amount. % Amount. % 
BD) cissecovevdentoxes 258-2 180-6 69°9 77°6 30:1 
ror 208-0 144-6 69-5 63-4 30°5 
SEE: accossoovebabaswes 166-5 102:8 61-7 63-7 38°3 


There is considerable evidence here of a better market for 
the Empire than for foreign countries, and there can be little 
doubt that it is in part due to a transfer of trade as a result 
of the new preferences. 


BRITAIN’S UNDERTAKINGS AT OTTAWA. 


The undertakings made by the British Government at Ottawa 
in agreement with the various Dominion Governments and the 
Government of India fall under five heads : — 


(1) Continuance of free entry for all Imperial products 
now admitted free of British duties. 


(2) Imposition of fresh duties on certain imports from 
foreign countries. 

(3) Maintenance of certain existing preferences, i.e., by 
not reducing the existing duties on foreign imports. 

(4) Quantitative regulation of certain meat imports. 


(5) Certain other undertakings, including notably an 
agreement with Canada to deal with imports of 
goods whose price is affected by foreign State action. 


The agreements with the Dominions are to run for five years; 
that with India is terminable on six months’ notice given by 
either party. 


I. Free Entry for Dominion Goods. 


Section 4 of the Import Duties Act, 1932, provided that 
neither the general ad valorem duty of 10 per cent. nor any 
additional duty imposed by Treasury Order under that Act 
should be chargeable on imports from the Empire until Novem- 
ber 15, 1932. Great Britain now undertakes to prolong free 
entry for Empire imports as aforesaid for the period covered by 
the Ottawa Agreements, i.e., except in the case of India, five 
years. In the case of Australia, Canada, New Zealand, South 
Africa, Southern Rhodesia and Newfoundland it is provided 





that, as regards eggs, butter, poultry, cheese and other milk | 


products, the free entry is to be continued only for three years 
certain. After the expiry of that period the British Govern- 
ment reserve themselves the right, if they consider it necessary 
in the interests of the United Kingdom producer, to review the 


basis of preference and either (a) to impose a preferential duty | ee re 
P ~ | negligible.) British imports of these commodities in 1930 were 


on Dominion produce, raising the foreign duty so as to pre- 
serve the existing preferential margin, or (b) to bring such 
produce, in consultation with the Dominion Governments, 
within any system that may be put into operation for the quan- 
titative regulation of supplies from all sources in the United 
Kingdom market. 

The extent to which the Empire benefits by this undertaking 
can be judged from the following analysis, based on 1930 trade 
figures :— 

Trade of 1930 

(excluding 
Parcel Post). 

£ Million. 





Total British imports from the Empire ............ 301 
Taxed under Revenue Duties and pre-1931 Pro- 
I I ised ccna cheienancuastiebieeseberedens 27 
Total on the 1930 Free list ............ 274 
Total on 1932 Free list’ ..............0006 244 
Portion of preceding total secured by special 
provisions— 
ssa ix da dncabbsedevesksinediuceuves 109 
thai dan haneavaeneetanie 130 


_ The difference between the 1930 and 1932 Empire Free Lists 
is accounted for by the reimposition of a revenue duty on tea 
in the last Budget. The Ottawa Agreements, however, give 


the Dominions and India exemption in respect of £21 millions 
more of their imports (on the 1930 trade basis) which would 
otherwise be liable to the widening scope of our duties on 
foreign goods such as wheat, ete. 


| Maize, flat white, % 


| Cheese, © 


II. Imposition of Fresh Duties on Foreign Goods. 


By agreement with the Dominion and Indian Governments 
the British Government undertakes to pass legislation imposing 
on certain foreign imports duties which are either new or are in 
substitution for duties already imposed under the Import Duties 
Act, 1932. The following table shows in summary form the new 
or revised duties as agreed :— 


TaBLE I.—NeEw or REVISED DUTIES. 


Duties to be imposed by Great Britain by 
agreement with :— 


| 





New 


South | soutnern 
Zealand. 


ia 1 ae 
Australia Africa. | Rhodesia. 


India. 








Wheat, per quarter 
DUthEr, POF CWE... o...scccceeseese 15 
DD Aauhaisenns sidannowesaey | 1S 
Raw apples and pears, per cwt 4/6 
Canned apples,* per cwt. .... 3 
Other canned fruits,* % 1 
Dried fruits, now dutiable at 
ie POP OWE, cccvcssccccscccces 
Eggs in shell, not exceeding 


i 
as 
| 
14 lbs. per great hundred L- | 1/- 1/- 1/- 








Eggs in sheil, over 14 lbs., but 
not exceeding 17 Ibs. per 
great hundred 

Eggs in shell, over 17 Ibs. per 
great hundred ............... 

Sweetened condensed whole | 
MiIK,® per CWE. ..ccceescccees 

Cnsweetened condensed 
whole milk, per cwt. ..... 6/ 6/- aa 6/- 

Milk powder and other pre 
served milk, not sweetened, 
IIS ccacictabunixcseusecaes 5/- 5 “a 5/- 

Honey, per CWt. .....c.csccceeee 7 


Unwrought copper ingots, | 
| 


Raw oranges (April lst to 
November 30th), per ewt. 
Raw grapefruit (April Ist to 
Noveniber 30th), per cwt... 5/- 
Grapes, other than hothouse 
(February Ist io June 
I OE TA, sascewinscacionse 
Raw peaches and nectarines 
(December lst to March 
go ee | 
Raw plums (December Ist to 
March 3lst), per cwt. ...... 
Castor, linseed, cocoanut, 
groundnut, rape and sesa- 


bars, blocks, slabs, cakes 
and rods, per Ib. ............ 





~ 
— 





FO, Se 


7 Dai er 1/- 
Rice, whole, per lb coe 


* In aadition to duty in respect of sugar content. 
In addition to the above, the British Government undertakes, 
by agreement with the Newfoundland Government, to impose a 
duty of Ils. 4d. per gallon on foreign cod liver oil and 14d. 
per lb. on foreign chilled or frozen salmon; and, as a general 
undertaking, to impose a specific duty of 2s. 6d. per ewt. on 
foreign bananas, and to extend the above ‘‘ seasonal ’’ duty on 
grape fruit to cover the whole year. 


Imrorts Removep From Frere List. 

The commodities previously admitted free from all sources, 
but in whose case foreign imports are now to be dutiable, are 
wheat, copper and linseed. (Imports of flat white maize are 
as follows : — 


(000’s omitted.) 





Foreign. Empire. Total. 

£ £ £ 
WAG I BIRD «-occccccceccccncs 24,566 18,498 43,064 
Copper, unwrought ............ 9,530 1,000 10,530 
IEEE sicatiececsacdscasnadcncine 2,380 1,314 5,694 
WOME sccictciiasiasaaes 36,476 20,812 57,288 


The specific duty of 2s. per quarter on foreign wheat repre- 


| sents an ad valorem duty of approximately 8 per cent. on ruling 


prices, and that on copper an ad valorem rate of about 55 per 


| cent. 





Duties Ratsep. 


The 15 per cent. duties on castor, linseed and other oils 
replace 10 per cent. duties. The new specific duties on other 
imports are in substitution for previously existing 10 per cent. 
duties, with the exception that there was previously a duty of 
7s. per cwt. (now to be raised to 10s. 6d.) on dried fruits. The 
effect of the changes is in every case a considerable increase in 
the ad valorem rate when calculated on the basis of prices 
ruling in the first half of 1932. For example, the old ad valorem 
duty of 10 per cent. on butter, cheese, eggs and condensed milk 
is increased from 10 per cent. to about 15 per cent.; that on 
grapefruit from 10 per cent. to 20 per cent.; that on 
apples, oranges and plums from 10 per cent. to 22 per cent., 
24 per cent. and 30 per cent. respectively ; and that on rice from 
10 per cent. to about 70 per cent. 

In the following table we show the 1930 sources of British 
imports of the commodities affected by these increases in the 
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foreign duty. It will be seen that in many instances supplies 
from foreign sources greatly exceeded imports from the Empire, 
and that, in order to give this greater preferential margin to 
Empire products, we have raised our duties on foreign imports 
then totalling £69 millions :— 


COMMODITIES ON WHICH INCREASED DUTIES ARE IMPOSED. 
Britiso Imports, 1930. 


(000’s omitted.) 


From 
Empire 


From 
Foreign 


Countries. Countries. Total. 
£ £ £ 
Tae iliac 26,555 20,315 46,870 
DAES: 2 con kcentemnbennnsontees 255 757 1,012 
TT sciseoncncens a eee ee 1,831 10,772 12,603 
E eggs in a ercccsocece cess 12,827 3,550 16,377 
TET sccccsens> asseresee 1,382 104 1,486 
Milk powder, &C. —........0.se.e000s 264 373 637 
BERET. cvncensersncsssesvncees an 81 90 171 
Chilled or frozen salmon* ......... 250 512 762 
Castor, linseed, &c., oils ............ 3,888 $ll 4,199 
Se ekinsncbeieise 110 6 116 
Fruit :— 
Ne 1,066 657 1,723 
PEE. cncncscsncssecescevenevsnceses 2,856 4,696 7,552 
Apmlen, CONMOd — ..000000000000022- ‘ 
Other canned fruitT............... 4,352 1,440 5,792 
SRINNIE.. .ccncnendhskonsesnonsennnces 6,357 3,191 9,548 
SEED “innsccksseeenenesneonens : 735 168 903 
SD “shesckspnnaehevebeseoroseneeve 1,372 470 1,842 
Peaches and nectarines ......... 57 142 199 
Plums 130 790 
Dried fruits ..... ' 2,038 5,784 
49,722 118,366 





* Figures include fresh salmon, which is not covered by the 
Ottawa Agreement. 

+ Figures relate to 
fruit 


‘“* fruit, tinned or bottled,” * canned 


"is to be subject to the Ottawa duty. 


but only 


In the case of wheat and copper it is provided that the British 
Government may remove the duty on foreign imports ‘if at 
any time Empire producers . . are unable or unwilling to 
offer these commodities on first sale in the United Kingdom at 
prices not exceeding the world price and in quantities sufficient 
to supply the requirements of United Kingdom consumers.”’ It 
is to be remarked, however, that observance of this stipulation 
may be difficult to secure. In the case of wheat, owing to 
different grading, ‘‘ the world price ”’ is not easy to ascertain ; 
and, in the case of copper, there is already no tree market in 
the United States, while the proposed British tariff—at a rate 
obviously excluding foreign supplies—will make London no 
longer a free market. In the case of both commodities the 
Empire is a net exporter; and since the British preference is 
unlikely to satisfy the Dominion producers unless they secure 
higher prices for their produce as a result, the incentive to the 
raising of prices will be as strong as checks will be difficult to 
apply. In the case of copper any increase in the price would 
be a severe blow to Birmingham, and there is already evidence 
to show that the duty on linseed will have an adverse effect on 
our oil-crushing industry, whose competitors, notably in 
Holland, obtain their raw material duty-free. 


Hicuer Duties anp PRICEs. 


With regard to the cases in which duties are increased, the 
new tariff on butter and eggs will be a serious burden on the 
poorer class of consumers unless, in the abnormal conditions of 
to-day, it has the effect—not without repercussions on our 
foreign customers’ power to buy our exports—of driving down 
foreign selling prices. It is in any case unsafe to assume that 
Britain will always enjoy a ‘‘ buyer’s market.’’? Even under 
existing conditions evidence is accumulating that the tariff 
on many articles of beatin is raising prices appreciably. 
For example, the National Federation of Fruit and Potato 
Trades Associations has estimated that, under existing duties, 
the quantity of imports has been reduced by amounts. = 
from 9 to 89 per cent., with increases in import value of 9 
58 per cent. The post-Ottawa tariff will intensify this liese. 


The case of cod liver oil merits an additional word. The pro- 
posed duty represents a rate roughly of 45 per cent. ad valorem 
on the cost of the oil, which we import in refined form almost 
entirely from Norway and in crude form from Iceland. The 
Newfoundland price is about 45 per cent. above the Norwegian 
price, and the Newfoundland production is normally consigned 
to the United States—the Newfoundland refineries being under 
American control. The new duty is calculated to deal a severe 
blow to the not unimportant British re-export trade in bottled 
oil and prepared emulsions. 





III. Maintenance of Certain Existing Preferences, 


By agreement with Australia, New Zealand, Canada and 
South Africa the British Government has undertaken at Ottawa 
to preserve for five years, except with the consent of the 
Dominion Governments concerned, the general ad valorem duty 
of 10 per cent. imposed by the Import Duties Act, 1932, on 4 
considerable range of foreign imports. The commodities and 
the volume of trade affected (on the basis of the 1930 figures) 
are shown in the following table :— 


COMMODITIES IN RESPECT OF WHICH 10 PER CENT. PREFERENCE 
Is TO CONTINUE, SHOWING AMOUNTS “ PLEDGED.” 
TO THE DOMINION SPECIFIED. 


British Imports 1n 1930. 
(In Thousand £) 





Imports from 


Item. Al Total 
Aus- New |, South tae Imports 
She ae anada. co British Pp 
tralia. | Zealand, Africa. Countries|. 
Countries, 


Food:— Se 5 Oe oe a I 
Barley ......ccccccccccccssceeeees 
Wheat flour 
Macaroni 
Maize products 


30 189 4,594 
948 3,723 6,646 
163 
wie ee mae 573 604 1,001 
Meat, tinned and canned : 

en 45 22 ose ees 73 4,447 

TUNOUIDD a cctinthidtinnmbibiinawinesive 44 32 ae hie 76 210 
Meat extracts and essences, 

SET ccccnbeidssbbenectaieedeias 42 22 ha ane 102 1,416 
Sausage casings (0) ..........+. 8 102 _ eos 181 706 
Salmon, canned  ...........00++ ns ons 495 ooo 498 4,557 
SN ME cc nsnnsdnbsvnsebebone 29 65 oe | 169 — 








Dried fruit, not currants 231 1,535 4,24 
163 
Raw Materials :— 


en 10 101 239 
7 site 630 2 
Fish, fresh and frozen ...... 583 4,273 
Asbestos (TOW) .......00eeeeeeeee 

‘Timber (a).. 

Glass and sec _ 

Tallow, not refined ... 
cC opra 
Wattle bark ..... 
Gums — 
WURIED GEE nccncteccesccusessocess 
Ostrich feathers, undressed 


Goat skins, dry and drysalted 
Ground nuts 


85 
2,093 


680 727 
2,499 30,774 
117 444 
742 1,305 
1,163 1,729 
225 230 
522 572 
412 2,283 
3 li 
1,220 1,418 
1, 362 | 1,865 







199 





Manufactures :— 





en 1 115 118 381 
Pug PGE GE. cecsneseccecsnenes eee eee eee | 1 T 
Asbestos 1 ences wanes nn ae 46 47 421 
Leather, undressed ............ | 271 si oe 4,757(c) 7,007 
*” IL sissebenuiiaieve Js 187 6,735 
SE ‘cnipuubihaaitensaiibnaniinine } 1,897 799 3,853 6,386 
nt ncenideinenaeeminnanmadiinn | 199 | 684 1,059 3,235 
i siiainisittienieaie |5,036 | 1,248 | #365 | 1,512 | 27,440 | 101,773 
| | | 





(a) The agreement relates only to kinds imported in substantial quantities from 
Canada. 

(6) Including bladders and sausage skins. 

(¢) Mainly from British India. 


With regard to zinc and lead, the same stipulation as re- 
gards ‘‘ world price’”’ and “‘ adequate supply * is made as in 
the case of wheat and copper. Other articles not included in 
the above table, but in respect of which the 10 per cent. preter- 
ence is perpetuated are eucalyptus oil (Australia) and cray- 
fish, fresh hake and oyster-shell grit (South Africa). It will be 
seen that, on the basis of the 1 1930 trade returns, the total 
imports in respect of which we are committed not to reduce the 
foreign import duty below 10 per cent. amount to about £101 
millions, whereof only a quarter was derived from Dominion 
sources. ’ 

lt is, moreover, to be observed that, though maintenance o! 
10 per cent. ad valorem duties on foreign imports is promised 
specifically by Great Britain on the foregoing list only, it 1s 
being argued in Canada that the British Government, having 
promised to prolong free entry under the 1932 Import Duties 
Act to Dominion produce, is thereby morally committed by im- 
plication to preserve the whole range of duties imposed by that 
Act on foreign imports. 


IV. Meat Import Regulations. 


The undertaking made by the United Kingdom Government 
with regard to the regulation of meat imports takes the form 
of a declaration in the following terms :— 

(1) The present wholesale prices of frozen meat are at 4 
level which has resulted in grave depression in the 
livestock industries of the United Kingdom and the 
Dominions. 

(2) It is essential, therefore, to take whatever steps may 
appear necessary to raise the wholesale price of meat 
in the United Kingdom market to such a level as will 
maintain efficient production. 

(3) During the currency of the Ottawa agreements (t.¢- 

five years) the British Government will arrange {0° 
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the regulation of importations of chilled beef, frozen 
beef, frozen mutton and lamb and (after receiving 
the report of the Commission on the reorganisation of 
the pig industry) bacon and ham. 

(4) The British Government’s policy will be, first, to secure 
the development of home production, and, secondly, 
to give the Dominions an expanding share of British 
imports. 

(5) In the period January 1, 1933, to June 30, 1934, the 
maximum quantities of foreign meat to be allowed 
to be imported into the United Kingdom will be as 
shown below, expressed as percentages of the quanti- 
ties imported in the corresponding quarters of the 
twelve months ended June 30, 1932 :— 





1933. 1934. 








Meat. Jan.- 


March. 


Oct.— 
Dec. 


April- 
June, 


July- 


Sept. 


Jan.- 
March. 


April- 
June. 





PGE ROE siccccaccensenceccens 100 100 100 100 100 100 
Frozen beef (boned) ......... 90 85 80 75 70 65 
Frozen mutton and lamb ... 90 85 80 75 70 65 





consider, in consultation with the Dominion Govern- 
ments, the best means of ‘‘ ensuring an improved 
price situation and the more orderly marketing of 
supplies.”” 

(7) Failing the adoption of an agreed permanent policy, 
the British Government undertakes that after June, 
1934, until the expiry of the Ottawa agreements in 
1937, it will arrange for the continuance, unless 
otherwise agreed between the Dominion Govern- 
ments concerned, of the regulation of the imports 
of foreign meat at the rates in force in April-June, 
1934. The British Government also undertakes that 
in any action affecting the import of meat into the 
United Kingdom which it may take on behalf of 
United Kingdom agriculture it will have regard to 
the policy set out in paragraph 4 above. 

(8) The British Government reserves the right, in the 
event of supplies of meat of any kind becoming in- 
adequate to meet the requirements of United King- 
dom consumers, to remove restrictions on foreign 
imports until supplies are again adequate. 


In return for an undertaking by the Australian Government 
that it will limit the export of frozen meat and lamb to the 
United Kingdom in 1933 to an amount equivalent to shipments 
in the year ended June 30, 1932, and will use its best en- 
deavours to ensure that frozen beef shipments in 1933 shall not 
be increased by more than 10 per cent. of the quantities ex- 
ported for the twelve months ended June 30, 1932, the British 
Government undertakes that between January 1, 1933, and 
June 30, 1934, no restriction shall be placed upon the importa- 
tion of meat from Australia. 

In return for an undertaking by New Zealand to give a 
reliable estimate of shipments of mutton and lamb as early as 
possible in each export season (October Ist to December 30th), 
the British Government undertakes to apply no restriction 
upon the importation of any meat from New Zealand during 
the period January 1, 1933, to June 30, 1934. 

With regard to pig products, the British Government under- 
takes that, in any forthcoming legislation for regulating im- 
ports, provision shall be made for free entry of Canadian bacon 
and hams of good quality up to a maximum of 2} million ewts. 
per annum, and for ‘‘a reasonable share ”’ to be given to New 
Zealand of the ‘‘ expansion made possible by the reduction of 
foreign imports.”’ 


(6) During the year 1933 the British Government will 


RESTRICTION OF SUPPLIES. 


Comment on the bacon and ham proposals may fitly await 
further details of the Government’s proposals, though it may 
be remarked that in 1931 our imports of Canadian bacon and 
hams were only 22,000 ewts., or under one-tenth of the promised 
quota. We show below, however, the sources of our supplies of 
chilled and frozen beef and frozen mutton and lamb for 1931 :— 


(Million Cwt.) 


South New 
; America. Australia. Zealand. Others. 
Chilled beef...........++. 9-3 Nil Nil Nil 
Frozen beef........-.-++- 0-9 1-1 0-4 0-3 
Frozen mutton and lamb 1:8 1:5 3°5 0-3 


British consumption annually of beef is about 28 million 
ewts.. of which in 1931 about 12 million cwts. were imported. 
The foregoing proposals show that by the middle of 1954 the 
Government propose to contract imports of foreign frozen beef 


by about 400.000 ewts. Since chilled imports are to be stereo- 
typed in 1933-34 at the (unusually low) 1931-32 level, while Aus- 
tralia is not to increase her shipments by more than 100,000 
ewts., the resulting curtailment of supplies will be of the 
order of 300,000 ewts. In the case of frozen mutton and lamb 
the contraction of foreign supplies is to be over 700,000 cwts. 
out of a total consumption of about 124 million cwts. The 
resulting effect on prices is likely to be appreciable in the case 
of beef and still more acute in the case of mutton and lamb, 
especially as 1951-32 shipments from New Zealand were abnor- 
mally swollen by killing of sheep owing to the low level of wool 
prices. 


V. Other Undertakings. 


The British Government undertakes to give the various 
Dominions certain additional trade advantages as noted 
below : — 


Canada, 


(1) The conditions at present governing the importation into 
the United Kingdom of live cattle from Canada are to be 
modified on lines not yet disclosed. 

(2) The existing margin of preference over foreign tobacco 
is to be secured by British legislation for ten years. 

South Africa. 


(1) The existing margin of preference over foreign tobacco 
is to be secured by British legislation for ten years. 

(2) South African wine not exceeding 27 degrees of proof 
spirit is to be given a margin of 2s. per gallon preference. 


India. 


(1) Indian coffee is to be given a preferential margin of 
9s. 4d. per cwt. in place of the existing rate of 3s. 4d. per ewt.; 
and the existing preferential margin on Indian tobacco is to 
be maintained for ten years. 

(2) The British Government will co-operate in any practicable 
scheme that may be agreed between the manufacturing, trading 
and producing interests in the United Kingdom and India for 


promoting the greater use of Indian cotton in the United 
Kingdom. 


Southern Rhodesia. 


(1) The existing margin of preference over foreign tobacco 
is to be secured by British legislation for ten years. 

(2) Southern Rhodesian coffee is to be given a preferential 
margin of 9s. 4d. per cwt. in place of the existing rate of 3s. 4d. 
per cwt. 


THE Question oF Russia. 

In addition to the foregoing undertakings, the agreement 
between the British Government and Canada contains an 
article providing that, ‘‘ if either Government is satisfied that 
any preferences hereby granted are likely to be frus- 
trated in whole or in part by reason of the creation or mainten- 
ance directly or indirectly of prices for such class of commodi- 
ties through State action on the part of any foreign country, 
that Government declares that it will exercise the powers which 
it now has or will hereafter take to prohibit the entry from 
such foreign country directly or indirectly of such commodities 
into its country for such time as may be necessary to make 
effective and to maintain the preferences hereby granted by 
it.” : 

The Secretary for the Dominions announced in Parliament 
on October 18th that as the foregoing agreement necessitates 
the British Government being in a position to discriminate by 
import prohibitions against any “frustrating” foreign 
country, the British Government on October 17th gave six 
months’ notice of denunciation of the 1930 Commercial Agree- 
ment with the U.S.S.R., which assured Soviet trade the 
privilege of most-favoured-nation treatment. 


THE NEW BRITISH TARIFF. 


After the imposition of the new duties provided for in the 
Ottawa agreements, Great Britain will have a tariff of far- 
reaching scope and considerable height. In the large table on 
the following page we illustrate the situation by analysing our 
foreign imports in 1930 (1) under the taxation of that date: 
(2) under the pre-Ottawa tariff; and (3) under the tariff to be 
imposed as a consequence of Ottawa. It will be seen that, of 
our foreign imports in 1930, no less than 83 per cent. were 
admitted free of duty. As a result of the various duties im- 
posed under the 1932 Import Duties Act (not including Addi- 
tional Duty Order No. 7, published this week) the Free List 
before the application of the new Ottawa duties had shrunk to 
30 per cent. After Ottawa the Free List will amount to only 
25 per cent. Not only so, but the effect of the Ottawa agree- 
ments will be substantially to increase the incidence of the rates 
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(b) Adjusted, where possible, for Additional import Vuties Vrae»rs ANUS. 4 WN 


October 22, 1932.] 





levied on imports subject to the new protective duties. This 


may be seen at a glance from the following summary :— 


Protective Duties before Ottawa. Protective Duties after Ottawa. 








Percentage of Foreign Imports Percentage of Foreign Imports 


taxed at taxed at 
10% 11-20% Over 20% 10% 11-20% Over 20% 
32°9 15°3 4-6 28:3 21-8 eee 


Reference to the large table will show, not only that Ottawa 
is resulting in a serious increase in the proportion of our total 
foreign imports subject to the higher ranges of duty, but that 
in the case of Denmark, Holland, Belgium, Sweden, Italy, 
Finland, Poland and Chile the alteration of incidence is ex- 
tremely onerous to these important customers for our exports. 
It will be observed that nearly 58 per cent. of our imports (on 
the 1930 basis) will be covered, after Ottawa, by our new pro- 
tective duties, and that in the case of imports from Europe 
the percentage rises as high as 70 per cent. Of our imports 
from Germany, no less than 85 per cent. will be taxed, and 
over 60 per cent. will be subject to duties exceeding 10 per cent. 
ad valorem. The situation of imports from Austria will be 
similar—a curious commentary on our pretensions to be 
desirous of assisting recovery in the hardest-hit areas of Europe. 


Our SHRINKING Free Lisv. 


Even allowing for the fact that, under the Ottawa agree- 
ments Dominion imports (except in so far as they are affected 
by revenue and other pre-1931 duties) will continue to have free 
entry—as we show above, the Empire Free List will still be 
£244 millions on the 1930 trade basis—the progressive curtail- 
ment of the total British Free List has already become a sinister 
feature in the situation. Moreover, even the total that remains 
includes the large and important item of meat, which though 
still ‘‘ free’? is to be subject to ‘‘ quantitative ’’ regulation. 
The following table summarises our total imports in 1930 from 
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Dominion and other sources, and shows the changes in the pro- 

portions free and taxed :— 
British Imports ANALYSED. 

(Trade of 1930, excluding Live Animals and Parcels Post.) 


(Million £) 





Under Taxation 


of 1932 
(Post-Ottawa). 


Under Taxation 
of 1932 


(Pre-Ottawa). 


| As actually 
| Taxed in 1930. 











| 
| | | 
| Amount, % Sait % |Amount.) % 
| | 
| 


Food, drink, and tobacco: 





OO nena ara cteiscins 400 | 389] 235 | 23 211 | 20} 

RNID od scciccccisniscisocmisnansesees | 15 | 7} 240 | 23 264 | 25% 

4 4¢ 475 | 4 475 46 

Materials and partly-u fis i 

tured goods: | 

25 24} 188 18 lo7 18 

N 62 r 63 6} 

244 | 2 | 243 | 250 244 
Wholly or mai: | 
ods : 

Pi cancinws 2 4 4 2 | 3 

Paxed ... 74 2 25} 275 | 263 

293 307 293 | 307 | 29% 

eae 1,032 | 100 | 1,032 100 1,032 | 100 


' \ 


It will be seen that, in 1930, out of total imports of £1,032 
millions, only £150 millions were taxed, leaving £882 millions 
free. Even before the Ottawa agreements, as a result of the 
present Parliament’s protective legislation, the taxed propor- 
tion had risen to £567 millions, leaving £465 millions free. 
After Ottawa the total Free List will amount to only £430 
millions, whereas taxed imports will amount to £602 millions. 
That is to say, the post-Ottawa Free List will amount to only 
41 per cent. of our imports, as compared with a proportion of 
67 per cent. free in the 1930 tariff of such a highly-protected 
country as the United States. 


PART II.—THE DOMINION CONCESSIONS. 


Dominion Tariffs. 


Before considering what the Dominions have conceded to 
British trade in return for the concessions analysed in Part I. 
it may be useful to take a brief view of the state of the tariff 
history of the Dominions. The facts and figures given below 
show that certain of them at all events are very definitely in the 
region of high protecticn. This condition has mainly developed 
since the war, and is, to a certain extent, no doubt a conse- 
quence of it, for the effect of the breaking of normal trading 
relations with Europe and the artificial demand for war re- 
quirements gave a sharp stimulus to the establishment of new 
industries and to the development of others which had made a 
modest beginning under the moderate protection of pre-war 
days. The Dominions, like other countries, sought to retain 
and to expand these new industrial activities by increased 
protection. 


Writing as long ago as 1925, the Balfour Committee put on 
record the results of an investigation of the level of tariffs in 
relation to British trade, both in foreign countries and Empire 
countries, in 1924 as compared with the level in 1914. The 
figures showed the following results : — 


Index Number expressing the 

Estimated ad valorem Incidence 

of the Tariff applied to British 
goods in: 


1924. 


Per cent. 


1914. 


Per cent. 


Country. 


Empire Countries :— 


Miiasconcecscaccoossseccsconsaces ; 23 103 
BRIBETOIIA «0000000000000 sansenknene 6} 93 
NIL sevksgesescscsepeacosseenss 15} 13} 
Union of South Africa.......... 7 3 
I NE cine cnnnrecccecccvnces 8} 8} 
Foreign Countries :— 
CR sani dackarciancsesasesensacans 19} 32 
MINIT cdc sisewsesscsvercascoes eee 17} 10 
IN sss sssnsncsecsveséseceses 24 203 
France (and Algeria)............ 213 123 
Japan ......... Kabepinkawieneneucsess 19} 10} 
Nits <cnanchoneseacesss pparecens 3 5 
SE idecicscennaancncesses 2 2} 
BE occbvewcwsccessncsccscssesvsses 88 41 
Bn cccoseccvcccsseese peaeeess 10 8} 
Egypt......... sceeees pennies seeardeee 8 8 
BE aicrccnsveenpeissens Meas saneees 18} 153 
MR oicdaccscneccsadnencccecscecess 42 374 
Rc cccsnesinsisecsacacsonses 235 12} 





Commenting on these figures the Committee observed that :— 
‘“The Board of Trade calculation brings out the remarkable 
fact that the main increases of tariff rates on British exports 
have been within the British Empire, where the average ad 
valorem incidence has decreased by one-fifth. As will be 
seen, however, the disadvantage to British trade of the in- 
creased tariffs in overseas parts of the Empire has in several 
cases, but not in all, been offset by a concurrent increase in 
the preference accorded to British goods.”’ 

‘‘ Broadly speaking, in 1914 the preference tariffs of the 
Dominions were, on an average, lower than their general 
tariffs by about 4 per cent. ad valorem. In the case of 
Australia and New Zealand, the increases of preference are 
no less than 8 per cent. and 8} per cent. ad valorem. In the 


case of Canada the increase is 2} per cent., while the level of 

preference of South Africa has remained practically un- 

changed.’’ 

This conclusion was based upon the following comparative 
analysis : — 





| 1914. 1924. 





Ad valorem | . A lorem 
1 } | Extent I } > 
level of ioe level of 

duties on |! “a duties on 

beleieh, 43 _ | Foreign Goods 

| British Goods. | 


british Goods. 








| Advalorem | Ad ralorem 
Per cent Per cent. Per cent. Per cent. 
- 154 53* or € 13} 5* or 83+ 
Union of South Africa. 74 | 23 | 9g 23 
New Zealand........... 8} 34 84 12 
* Over countries enjoying Intermediate ‘Tani Kates (lrance, Italy , Belgium 
Netherlands). - 
+ Over countries subject to General Tariff Rates (Germany, United States of 
America). : 


After the date of this report certain Dominion tariffs con- 
tinued to rise both against British and foreign goods, though 
the greater increase in the case of the latter continued to widen 
the margin of preference. The movement has gone on very 
markedly since 1930, the standard tariff rates being supple- 
mented by surcharges, exchange duties and the like. The ex- 
amples of Dominion tariff rates that are given in succeeding 
pages of this section are sufficient to show that the average 
level of Dominion tariffs has now risen far beyond the 
average level recorded by the Balfour Committee. It will, 
however, be convenient to deal separately with the special 
features of each tariff in connection with the changes now 
proposed. 
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AUSTRALIA. 
Tariff History. 


Until the Federation of the six Australian Colonies in 1900 
each was responsible for its own tariff. In Victoria alone was 
the tariff constructed upon a deliberately protective basis. 
The Colony of New South Wales in particular was regarded 
as being definitely Free Trade in sentiment and practice. 

The first Commonwealth tariff of 1902 was framed primarily 
with a view to the production of a revenue of £74 millions, and 
for this purpose duties, of which the average rate was 18 per 
cent., were imposed. About one-quarter of the imported mer- 
chandise was admitted free, but the duties on the remaining 
imports necessarily had a considerable protective effect. 

While the first Commonwealth tariff represented a compro- 
mise between the Protective and Free Trade policies, that of 
1908, which introduced the principle of preference for the 
United Kingdom, was deliberately protectionist. In 1914 the 
Labour Government again extended the scope and raised the 
height of the duties, while adding something to their prefer- 
ential effect. Thus before the war the Australian Common- 
wealth was already committed to what, in the light of post-war 
events, might be described as a policy of moderate protection 
together with preference for British goods. 

Post-war Customs INCREASES. 

Australian post-war tariff history falls into three chapters. 
The first covers the period 1920 to 1929. In these years there 
was a rapid advance to extreme protectionism, conceived with- 
out regard to and in violation of the basic economic circum- 
stances of the country. The war itself gave the first powerful 
stimulus to this movement. Cut off from the normal sources of 
supply, there grew up in the various industrial centres of the 
Commonwealth a number of subsidiary industries for the pro- 
duction of goods usually obtained abroad. The Greene Tariff 
of 1921, with which the process of post-war tariff-wall building 
began, was deliberately framed ‘‘to protect industries born 
during the war.’’ At the same time, it was held to be desirable 
to aim at the further diversification and extension of Australian 
manufactures. A new feature of the Greene Tariff was the 
introduction of an intermediate schedule for the purpose of 
meeting those who might be willing to grant special terms to 
Australian exports. 

The Pratten Tariff of 1925 represents the next milestone on 
the road to extreme protection. The tariff rates on 53 items 
were raised. Among the chief objects of the revision was the 
extension of the Australian textile and engineering trades and 
certain sections of the Yorkshire woollen industry have special 
cause to remember the additional imposts levied in this year. 
It is of interest to notice that the increased duties under: the 
Pratten Tariff were justified partly on the ground of wage 
reductions abroad. The war-born industries were flagging, 
and, under the inflexible wage system of Australia, relief could 
not be obtained from lower labour cost. The tariff was invoked 
as the remedy, and the tariff-wage spiral was already working. 
The Tariff Board, in their report for 1927, drew attention to 
the danger. ‘‘The Board is profoundly convinced,’’ says the 
report, ‘‘ that if Australian industry is to be maintained and 
sateguarded, it is absolutely essential that the leaders of in- 
dustrial unions should recognise the serious menace of rising 
costs of production.’’ Unemployment was already serious, and 
the general economic position was described by the Board : 

‘* critical.”’ 

The warning was unheeded, and the second Pratten Tariff 
of 1928 carried the tariff wall still higher. In the case of 23 
items the duties both for British and foreign goods were in- 
creased. In the case of 49 others the duties on foreign goods 
were raised, while those on British were unchanged. In regard 
to this increased element of preference it was said that ‘‘ the 
Government’s sincere desire is that in the aggregate British 

trade shall be increased at the expense of foreign trade.”’ 


1929 Crisis. 


The second, or crisis, chapter of the history includes the years 
from 1929 to 1932. During the years 1922 to 1928 there had 
been a very great increase of capital borrowing both by the 
States and the Commonwealth. Overseas indebtedness had in- 
creased by £122 millions. The tangible form of this borrowing 
was an increase of import, resisted by the Australian industries 
as representing foreign competition from which they needed 
protection. The result of the protection was an increase of 
commodity prices, a consequent advance of money wages, a 
general raising of production costs, which impeded the export 
trade and made it impossible to maintain a trade balance in 
harmony with the requirements of the gold standard. Thus, 


Pur 


the growth of high protection after the war was the first step 
towards the dev elopme nt of a fundamentally inconsistent and 
unstable economic situation which could only end in a crisis. 
As the members of the British Economic Mission reported in 
January, 


1929, ‘‘ successive increases in the tariff which affect 











| of tinplates. 


| 


prices and the cost of living, following upon, or being followed 
by, successive advances in the cost of labour have involved 
Australia in a vicious circle of ever-ascending costs and prices,” 

The following table, showing the relation between dutiable 
and free imports into Australia over a series of years, brings 
out clearly the destructive influence exercised by the tariff upon 
the volume of trade. 


Imports in £ million. 


1913. 1920-21. 1924-25. 1926-27. 1929.30, 
Dutiable ........ scien tien 44-6 60-4 96-7 104-9 76-7 
BOOS sccsccee icneiiat pone 33°5 38°4 49°5 59-1 92-4 


The result of the high protection after 1925 brought about a 
sharp decline of imports of dutiable goods with consequent 
damage to the public revenue. The gross duty collected in 
1926-27 was £32 millions. In 1929-30 it was £31 millions. 

In their report published in June, 1929, the Committee of 
Australian experts, appointed to examine ‘‘ the effect of tariff 
policy on national prosperity and the principles which should 
govern tariff policy,” declared that ‘‘ the extreme applications 
of the tariff have undoubtedly been a cause of net loss. Further 
extensions may involve a more than proportionately increased 
loss.”’ ‘‘ As the tariff grows, the costs overtake the benefits.” 
‘The total burden of the tariff has probably reached the 
economic limits.’’ 


THe Prorectionist CLIMAX. 


The climax of Australian protectionism was, despite these 
warnings, yet to come. Mr Scullin decided to fight the on- 
coming industrial depression and the financial crisis with fur- 
ther drastic applications of protective policy. The McForde 

Tariff of June, 1930, increased, in many instances drastically, 
the duties on 114 items of the schedule. But this was not all. 
To make up for the decline in Customs revenue, a surcharge of 
50 per cent. upon the ordinary duty was imposed in April, 
1930, on most items of the luxury class and on many commodi- 
ties competing with Australian industries. Further, a primage 
duty, also levied in order to increase the falling Customs 
revenue, at the rate of 2} per cent., was imposed in July, 1930, 
on practically all imports except such as were needed by 
primary industries. This primage was increased to 4 per cent. 
in November and to 10 per cent. in the following July. Finally, 
the import of a number of commodities was prohibited alto- 
gether, except under license, in order to correct the adverse 
balance of trade and to help the exchange value of the 
Australian pound. 


AUSTRALIA’s IMpoRT TRADE. 


1925~26. 1930-31. 
Imports from— £ million. 
United Kingdom ... 65:8 23°3 
Total Empire ...... 85°6 32-1 
Foreign countries... 66-0 27-0 
Total imports ...... 151-6 59-1 


Making due allowance for the loss of Australian purchasing 
power through the 1929 agrarian crisis, these figures illustrate 
the extreme restrictive effect of the final post-war tariff. 

Owing to the frequent changes in tariff classification it is 
difficult to trace, step by step, the growth of the Australian 
tariff as a whole during the post-war years. The trend can be 














seen, however, very clearly if a few representative cases be 
taken. The following table gives the necessary data :— 
j 
1921. | 1929. | 1931. 
7 ' 
; British | British | | 1 british 
Commodity. it General . General General 
: | Prefer- Yarift. | Prefer- Tariff. | Prefer- ‘Tariff. 
| ence, | ence, ence, | 
shits ai Nai nein 
' ' ' 

Woollen piece-zoods... | 30% 45% 35% =| 45% | 35° 50% 
ls. | +18. + ls. | . + Se 
ie a ek Sk ea per 8. yd. 

Cotton piece-coods | | 

(main classes) ...... Free 15% Free 159 ) 5% 25% 

Gaivanised and corru- | | | | 

gated sheets,perton | 20s | 30s. 40s. | 80s. 110s. 150s 
W ool stockings | 35% | 50%°] 50% | 65°, 50% 65% 
Machinery, n.e.d 273%, | 40% | 45% | 60% 55°, 15% 
| | | | | 
= = ———$—$—————— 





It will be seen that the treatment of different classes of goods 
has been different according as they were considered to com- 
pete, or not, with Australian industries. Throughout, the 
duties on cotton piece-goods have been low, and the same is true 
Woollen piece-goods, on the other hand, have 
been penalised to the extent, when account is taken of primagé 
and surcharge, of something like 100 per cent. Machinery, 
‘not elsewhere included,” is a good representative instance. 
It shows the marked increase of duties imposed upon goods, 
both British and foreign, with a widening measure of pre- 
ference, down to 1931. 
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The Ottawa Undertakings. 


At the Ottawa Conference the Australian Government under- 
took to make certain increases in the preferential margin 
accorded to British imports. This undertaking has been imple- 
mented by the application to the existing tariff of the follow- 
ing formula providing that :— 

When the duty on U.K. 

goods is— 

Free to 19% ad valorem. 

19% to 29% ad valorem. 174% ad valorem. 

Over 29% ad valorem. 20% ad valorem. 
The 20 per cent. margin of preference is not to be applied 
so as to result in a rate of duty exceeding 75 per cent. ad 
valorem on foreign imports. 

The formula is not to apply to goods not commercially pro- 
duced in the United Kingdom, nor to goods in respect of 
which it may be agreed that the application is unnecessary. 
Nor is it to apply to a specified list of goods in whose case the 
existing preference, or a new preference indicated below in 
brackets, is to operate. These are, chiefly :— 

Velvets. 
High-grade carbon steels, &c. 
Iron and steel tubes or pipes 


The minimum margin of 
preference will be— 
15% ad valorem. 


Plate glass. 
Certain medicines. 
Playing cards (3s. per do zen 


(124%). packs). 
Linotype and printing machines Vacuum cleaners (20%). 
(20%). Explosives. 


Traction engines (124%). 


Subject to the above, existing preferential margins in favour 
of Britain are to be maintained, but they may be reduced as 
shown below on the following list of goods :— 


Maximum Reduction 
Goods. ad valorem. 
o 
0 
UD III, anis ons casavesicnscescccees 23 
Lace, embroidery, trimmings............ 5 
oe ens A eecanneeensiee 5 
IN 5s 2s bess septa vesNincsseesteccwesienes 5 
Glassware and lamps ..............0.0005+ 3 
BS IIE cine sccancatcceneciscinssecses 3 


It has been semi-officially estimated that in 1930-31 the | 
volume of Australia’s import trade affected by the foregoing | 
formula for the granting of increased preferential margins | 
amounted to £15 millions, of which £8 millions represented | 
imports from Great Britain. Examination, however, of the 
new Australian tariff schedule issued on October 14th shows 
that, except in a negligible minority of cases, the result of 
the application of the formula has simply been to raise the 
general tariff. The new schedules also provide for the re- 
imposition of a primage duty of 10 per cent. ad valorem on 
imports of galvanised sheets. 





Future PRoMIsEs. 

Further undertakings by the Australian Government at 
Ottawa were :— 

(1) To give tariff protection only to industries which are 
reasonably assured of sound opportunities of success. 

(2) To keep protective duties to a level which will give 
United Kingdom producers full opportunity of reasonable com- 
petition on the basis of the relative costs of economical and 
efficient production, provided that special consideration may be 
given to the case of industries not fully established. 

(3) To revise existing duties, on review by the Tariff Board, 
in accordance with the principles laid down in (2). 

(4) Not to impose or increase duties in excess of recommenda- 
tion of the Tariff Board. 

(5) To allow United Kingdom producers audience before 
the Tariff Board in respect of matters arising under (3) and 
(4). 

(6) To repeal as soon as practicable the proclamation of 
May, 1932, prohibiting certain imports. 

(7) To remove as soon as practicable the surcharges imposed 
on May 24, 1932. 

(8) To reduce or remove the primage duty as soon as the 
finances of Australia will allow. 

Our observations on promises (1-5) will be found on page 17. 





Waat AvstratiA Has Done. 


The foregoing summary of the Australian undertakings 
makes it clear that the promise of any reductions in the height 
of the Commonwealth tariff wall lies wholly in the future and 
18 conditional on the findings of the Tariff Board. Indeed, at 
the Conference the Australian delegation made it clear that 
as they had given a pledge during the last Australian election 
hot to reduce duties except on the Tariff Board’s recommenda- 
tions, they could not enter into any specific undertaking to 
reduce the duties on British goods. Mr Bruce, however, claimed 
at Ottawa that, subject to the necessity of correcting 
Australia’s balance of payments, the present Australian 
vernment was ‘‘ proceeding vigorously to bring the tariff 





back to a normal protective level.’’ On August 3lst import 
prohibitions were removed from twenty-three items of imports, 
including, notably, wireless sets, aluminium ware, tiles, sani- 
tary earthenware, cast iron pipes, iron and steel beams, 
channels and girders and matches. From September 2nd sur- 
tax, amounting to 50 per cent. of the ordinary duty, was 
removed in the sixteen items, of which the most 
important were knitted piece goods, except wool, apparel, 
leather manufactures and shoes. On the same 
date a considerable list of items, consisting mostly of machinery 
and other products required by farmers and sheep raisers 
were exempted from primage duty. 

These partial removals of the abnormal restrictions, impose! 
by Australia with the intention of excluding imports in the 
interests of the Australian exchange, were in themselves a 
welcome step, but it is difficult to derive much encouragement 
for the future from the interim findings of the Tariff Board 
which the Government adopted with effect also from September 
2, 1932. The Tariff Board having reviewed a brief list of items 
in the existing Customs tariff, new rates became operative as 
shown below in the most important items :— 


case of 


’ 
and boots 


| 
Old Rates. 
| 














New Rates, 
| 
| 
| | j 
| British | General British General 
| Preference : Tariff. | Preference.| ‘Tariff. 
| 
i 
. % | 9 , | ° 
° | ° 
Woollen piece goods ......cseccceeseeceeeees 1 6& | co | & | 50 
Apparel...... 60* | 75° | 45¢ | 60+ 
EID occccsacessnesnssescoesees | so | 65 40 286] ~~ 
Steel plates and sh , galvanised and/or | | 
COI os nicccieinessneesonnie perton} 11] 150s | 130s. 
NE fos cnncsi covesanacenmsnccons erlb. | 9d. 9d. | 6d. | ls 
and ad valorem } 2 % | 20° } ° 20% 20% 
Matches, nie... ......0.sc0000 perthousand | 2}d." | 4d.* } 2d.* 5 
Cotton piece goods resem ling wool for | | 
clothing manufacture ...............06. 45% | 60% 30% 50% 
| Crude oi] engines, 100 h.}). or less......... 55% | 15% | 45% 60% 
Crude oil engines over 100 h.p. .........- 55% | T5% Free 15% 
Machine Ps BO Bins cccswicscvecceccaessasorsece | 55% | 15% | 45% 60% 
Sheet glass, plain. clear.........ccccccccccees ' 45% | 60% 40% 60% 
* Plus surtax of 50 per cer ¢ Surtax removed. 


The foregoing revision still left rates in the British pre- 
ferential tariff in many cases virtually prohibitive; and it 
may be added that the application of the Ottawa formula has 
resulted in increasing a number of the duties under the general 
tariff in this list, for example, the foreign duty on woollen 
piece goods now becomes 55 per cent. 





CANADA. 
Tariff History. 

The basis of the present highly protective Canadian tariff 
was originally laid down in the Canadian Customs Tariff 
Act of 1907, and subsequent Acts have been amendments of 
that Act. There are three rates of tariff: (1) The British pre- 
ferential tariff, the lowest scale, which applies to goods im- 
ported from the United Kingdom and most parts of the Empire, 
provided that not less than half the value of the goods (or 
one-third in the case of cotton manufactures) is of British 
origin; (2) the Intermediate tariff, which applies to imports 
from a few British countries and from twenty-two foreign 
countries; and (3) the General tariff, which applies to imports 
from other countries, including the United States of America. 
Imports from the United Kingdom of which less than 50 per 
cent. is of British origin pay the intermediate tariff if a 
sufficient proportion of their value originates in a most- 
favoured-nation country; otherwise they pay the general tariff. 

Since the war the march to high Protection has been increas- 
ingly rapid. In every year there have been one or more Tariff 
Amendment Acts (usually as part of the Budget), all of which 
have included increases of tariffs. The most striking change, 
however, came in 1930. In that year the Dunning Act, named 
after the Finance Minister, the Hon. C. A. Dunning, was in- 
troduced by the Liberal Government as its contribution 
towards furthering Imperial reciprocity and good rela- 
tions at the then impending Imperial Conference. The Act, 
as passed, was the most important and extensive Tariff 
Act passed since 1907. It provided for 270 decreases in the 
British preferential tariff (including, however, some which 
were of little practical importance, though others were of 
real value to British trade), and eleven increases; and in order 
to increase world trade it also made 98 decreases in the inter- 
mediate tariff and 35 increases; and in the general tariff there 
were 46 decreases and 54 increases—a total of 514 tariff changes. 

Then came the General Election, and the present Govern- 
ment came into power under Mr Bennett. Without delay, 
numerous revisions of the tariff were introduced in September, 
1930, mainly in an upward direction; and the powers of the 
Minister of Customs were widely extended, and the dumping 
provisions were strengthened. In June, 1931, a still more ex- 
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tensive tariff revision took place, with numerous increases of 
duties on both British and foreign goods. The Report for 1931 
of H.M. Senior Trade Commissioner in Canada states: ‘‘ The 
avowed policy of the present Government is to afford Canadian 
manufacturers a full measure of protection. The upward revi- 
sion of the tariff has naturally restricted the Canadian business 
of the United Kingdom, and in certain instances trade is now 
difficult or impossible.” 


Tue 1931 Tarirr. 


The Canadian tariff, as it stood after the 1931 revision, con- 
tained a list of considerably over 1,000 items and sub-items, 
covering approximately one-third of Canada’s imports. 


CANADA’S ImMPpoRT TRADE. 
(In millions of dollars.) 


From— 1925. 1931. 
United Kingdom ...... 151-1 109-5 
Other British countries 43°9 42-5 
Total, British Empire 195-0 152-0 
Foreign countries 601-9 476-1 

BNE  cevesubensie 796- 9 628-1 


Between 1925 and 1930 the revenue collected on imports rose 
from $120.2 millions to $199.0 millions. 

The following table gives some examples of the way in which 
duties have risen in recent years:- 


British Preferential | General 
7 oll ; 

















Article. a — 
1924 1931 1924. | 1931 
' 
| 
Iron and steel manufactures, not other- | Percent. | Per cent. | Per cent Per cent. 
PIII niiuteuitcsvionseanbcawewecsns | 20 15 | 30 35 
Cotton fabrics, not coloured .... | 15 17} 25 25 
and in addition, per lb. | J3cents. 4 cents 
Cotton fabrics, coloured..................... | 22) 223 324 32} 
and in addition, per lb | 3 nts. 4 cents 
Woollen fabrics, clothing, &c., n« t other- | | 
wise apecified ...........-....-s0c-s0+-++- 274 | 30 «| 35 40 
and in addition, per lb. | } 25 cents. | 35 cents 
Artificial silk fabrics ...............-...-.-+. | 17} 27) | 35 45 
and in addition, per Ib. | 30 cents. 40 cents 
Socks and stockings of all kinds ......... 25 | 30 35 35 
and in addition, per doz. pairs | $1 $1-50 
een 223 25 35 45 
IE. ‘densncnnecnssscnssncecccssonseesvessees 224 | 30 35 45 
The British preferential tariff is, with certain exceptions, 


subject to a discount of 10 per cent. on the stated rates where 
these exceed 15 per cent. That is to say, if the rate is nomin- 
ally 20 per cent., the actual rate is 18 per cent. The tariff is, 
however, payable on the value of the article translated into 
dollars at the rate of 4.86 to the pound, and not at the actual! 
rate of about 3.70 dollars to the pound. In many cases this pro- 
vision alone neutralises the British preference in comparison 
with countries which are on the gold standard. 


ADDITIONAL CHARGES. 

In addition to the ordinary tariffs, imports into Canada are 
chargeable with three other taxes. The first of these is the 
Sales Tax, now at the rate of 6 per cent., which is not essentially 
protective, since it is also payable on home products. The 
second is the Special Excise Tax, amounting to 3 per cent., 
which, despite its name, is payable only on imports. These two 
taxes, making a charge of 9 per cent., are levied upon the value 
of the imports plus the tariff which has been paid. Thus, if 


$100 of imports are subject to a tariff of 30 per cent., these 
taxes will amount to 9 per cent. of $130, or $11.70. 
The third of the special taxes is the Dumping Duty. Until 


recently, this duty had scarcely any effect upon United Kingdom 
trade, because it was most unusual for traders in this country 
to sell their goods in Canada at a price below that charged 
here. But, owing to the fact that the Canadian Government 
fix arbitrary and different values for the exchange of pounds 
into dollars when calculating prices in the United Kingdom and 
in Canada, this duty has become a heavy charge upon British 
imports into Canada. Under the ordinary regulations concern- 
ing this duty if an imported article is offered for sale in Canada 
at a price less than its ‘‘ fair market value ”’ in the country of 
origin, a duty equal to the difference between these prices is 
payable. At the present time (i.e., the period October 16th to 
31, 1932) the value of the pound is declared fixed at $3.82 for 
the purpose of calculating the selling price of British goods in 
Canada; but for the purpose of determining “ fair market 
value’’ in the United Kingdom the pound is at present fixed 
at $4.40. Hence, at the rates now in operation, if the price of 
an article in pounds is identical here and in Canada, it is still 
necessary to pay a dumping duty amounting to 58 cents for 
every pound of the value. 

This duty in particular has met with much opposition from 
Canadian importers of British goods, and even before Ottawa 
expectations had arisen that it would be reduced. These ex- 
pectations themselves at the present time are an additional 
barrier to British trade, because they lead importers to delay 


buying stocks from the United Kingdom pending a reduction, 
with the consequence that, when orders have to be executed at 
short notice, they frequently go to the United States. 


The Ottawa Undertakings. 


At the Ottawa Conference the Canadian Government gave, in 


| the first place, certain general undertakings, namely :— 





(1) To protect by tariffs against United Kingdom products 
only those industries which are reasonably assured of sound 
opportunities for success. 

(2) During the currency of the agreement (1932-37) to base 
the Canadian tariff on “the principle that protective duties 
shall not exceed such a level as will give the U.K. producers 
full opportunity of reasonable competition on the basis of the 
relative cost of economical and efficient production,’’ provided 
that special consideration shall be given to industries ‘ not 
fully developed.’’ 

(3) To constitute forthwith the Tariff Board provided for in 
the Act of 1931, and to alter the tariff in accordance with its 
report, to give effect to principles of (2). 

(4) Not to increase existing duties without inquiry by Tariff 
Board and to give United Kingdom producers a hearing at 
such inquiry. 

(5) To ensure a minimum of uncertainty, delay and friction 
in connection with tariff and provide machinery for prompt 
and impartial settlement of disputes. 

(6) To abolish surcharges on United Kingdom imports as 
soon as possible and to consider ultimate abolition of exchange 
dumping duty on United Kingdom products. 

In addition to these general undertakings, whose implemen- 
tation is a matter for the future, and depends on the recom. 
mendations of a Tariff Board instructed to act on the vicious 
principle of ‘‘ compensatory tariffs ’’— our observations on this 
point will be found on page 17—the Canadian Government 
promised specifically to carry out forthwith a revision of a 
portion of the existing tariff. The results of this revision are 
now available; and, as they constitute the most important 
immediate fruits of Ottawa they merit examination in some 
detail. 


Tue New Scukputes. 

The new schedules relate to 215 items (including parts of 
items) in the Canadian tariff, or, say, one-seventh of the whole. 
In 132 cases the duties on United Kingdom goods are to be re 
duced; and in the remaining 83 cases increased margins of 
preference in favour of United Kingdom goods are secured by 
raising the general tariff. In 79 cases United Kingdom goods 
are to be placed on the Free List in the preferential tariff. 

In 1931-32 Canada’s imports were :— 

$ million. 


From Great Britain  ...............006 106-4 
From other countries ............0.+08. 472-1 
a wae ieee ea 578°-5 


It is estimated, semi-officially, that, on the basis of the above 
figures, the British preferential tariff will be : — 


Total British 

Imports. Share. 

$ Mill. § Mill. 

Reduced to zero in the case of ............05. 31-2 8-3 
Lowered im the Caen OF occccsccescccssccccsccse 58-9 37:4 

And the foreign tariff will be raised in the 

I a iene dt aSeabiieanancen ener 35:1 8-8 
Total trade affected by new schedules...... 125-2 2 54-5 


A mere statement, however, of the case in these terms conveys 
little indication of the real advantage obtained by British ex- 
porters. For that purpose it is necessary to know the extent 
to which (a) the placing of British goods on the Free List means 
a large reduction of pre-existing duties; and (b) how large is 
the widening of the preferential margin in cases where the 
foreign tariff is raised. Finally, it is essential to ascertain 
(a) whether the British preferential duties after revision are 
still such as greatly to restrict Anglo-Canadian trade, and (b) 
whether the changes represent in the aggregate a diminution 
or increase in the general tariff level. 


A Sratistrcan ANALYSIS. 

A precise estimate on these lines is obviously impossible, 
though something can be learned from a study of the typical 
changes which we give in a later table; but we have endeavoured 
to throw some light on the matter by an analysis of the new 
schedules. Of the 215 items shown therein, we have succeeded 
in roughly correlating 150 items with the Canadian Trade 
Returns for 1931. These items accounted last year for 
$89,675,000 of total imports into Canada, of which $26,400,000 
weer from the United Kingdom and $50,996,000 from the 
United States. 

As a result of the Ottawa Conference British imports covered 
by 37 items (out of over 150) have been added to the free list, 
making 91 items duty free in all. These 37 items accounted 
in 1931 for $23,882,000 of imports, of which $6,514,000 were 
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from the United Kingdom. It is significant that among 
the new additions there are eleven out of thirty-seven items 
where imports from the United Kingdom in 1931 were non- 
existent or negligible (i.e., less than 5 per cent.). 

The extent to which the new free list represents tariff con- 
cessions can, to some extent, be gauged from the table below. 
It will be seen that of total imports from the United Kingdom 
of approximately $61 millions in 1931, now to be admitted 
free, more than $4} millions were taxed at under 10 per cent. 
prior to Ottawa :— 


New FREE List Itvems.* 


1931. ° 

No. of Volume of Imports. 

Previous British pre- Items. Total. ip 2 

ferential tariff was— $000. $°000. 
5% or less ......... 6 6,145-5 1,374-9 
BB eevee scectens 6 5,376°9 3,411-0 
Mae h8 Fo oceseeese pS 7,714-8 819-4 
More than 15%... 7 1,589 -4 648-4 


* Three items omitted; specific duties unclassifiable. 


The next table elucidates to some extent the amount of 
additional preference now conceded. Out of our 150 items 
sampled, 117 items are classified according to their increase in 
“preference margin.’ (Thirty-three items are omitted, since the 
presence of a “ specific duty ’’ makes the calculation of the 
“preference margin ’’ unduly complicated.) It will be seen 
that of United Kingdom imports totalling $14,400,000, nearly 
$8; millions receive an increased ‘ preference margin’’ of 
10 per cent. or under, while only $1,945,000 are given an addi- 
tional margin of more than 15 per cent. 


INCREASE IN PREFERENCE MARGIN. 


1931 Imports in $000. 


Increase in 





Preference No. of 
Margin. Items.* Total. From U.K. From USS. 
Die OP MORE cccseseee «6 14,659 -4 5,570-9 7,155-6 
Pea Ee Peisssisnseeees 39 19,353 -2 2,814-0 13,515°5 
BeatEd Mey ccccesese 22 8,163-7 4,061 -4 3,601-1 
TD io-B Yo cccsccces 18 11,899-2 1,318-8 9.373-2 
Over 20%, ...0ce00- 8 3,596 -8 626-3 2,500°3 


* Thirty-three items not included. 








| 


The position of the ‘ general ”’ “foreign” tariff, in so 
far as the new schedules are ennai is shown below. The 
largest quantity of total trade and also of United States trade 
covered by the schedules falls in the categories for tariffs 
ranging from 10 per cent. to 20 per cent., but $12 millions of 
United States imports in 1931 now fall in the 20-30 per cent. 


tariff class, and $2.2 millions in the 30 per cent. and over 
class. 


Furvure Foreign Deuties. 


1931 Imports in $’000. 


Rates. Items. Total. From UK From U.S.A, 
10% or less ....... 27 13,335°8 2,298 -0 8,717-4 
BO BM. scscveees 358 20,652-0 6,073 -4 12,456-9 
BO -SO% ccvceseee 36 15,481-1 2,285-0 12,118-8 
OVER DI% ciceseves 16 8,203 -4 3.735-0 2,852 -°2 


We have again had to exclude from the above 33 items covered 
by specific duties. These items are classified below (a) 
into cases where only the specific duty is shown; (>) into cases 
where, in addition to a specific duty, the ad valorem duty is 
20 per cent. to 30 per cent. ; (c) where, in 
addition to a specific duty, the ad valorem duty is over 30 per 
cent. The high duty on United States imports is here brought 
out even more clearly, an additional $6,608,000 fall into 
the highest class. 


and into 


cases 


since 


Items. Total. Um, U.S.A. 
(a) Specific duty only shown 14 8,951-1 1,243-4 6,412-8 
(b) Specific duty plus 20°, 
50% ad valorem .........+4. 8 5,779-9 3,392-1 1,829-8 
(c) Specifie duty plus over 30°, 11 17,272-1 17,373-2 6,607-9 
The extent to which tariffs are still maintained against 


British goods, even in the revised section of the tariff, is set 
out on page 12. Imports, valued in 1931 at $1,415,000, will still 
have a duty charged against them of 5 per cent. to 10 per cent., 
while $1,252,000 of goods to be charged at rates varying 
from 10 per cent. onwards. 


are 


CANADA’S TARIFF REVISION. 


Previous Rates. 
Commodity. 


British | Toter- 









































ee, 


pete mediate. General. 
Be SOI oncncnenscwscecsecace per Ib Free 2 cts. | 2 cts 
79 i ina acenctntnsannacsion Free Free Free 
171 I ad an etinadsaicnnenien 5% 10% 10% 
178 Advertising matter .............. per lb. | 10 cts. 12} cts 15 cts 
ex 203 Aniline and coal-tar dyes .............066+ Free Free Free 
ea Free Free Free 
210 Certain compounds of soda Free Free Free 
212 Sulphate of alumina .............cccceeeees Free 10% 10% 
229 | Soap, COMMOD..........cccccees per cwt 65 c¢. 90 ¢ $1 
NE NE acct ch cscviepnewnestaccacsvocteanccses 174% | 25% 274% 
+ 2c. + 24 ¢ 1} + 3¢ 
per Ib. per lb. | per Ib 
23 SII a ods niin) anaticwminisipeeebantis 25% | 328% 323% 
ex 242 OE En Free 5% 5% 
254 a aia a lamella Free Free Tree 
264 EE ins cinssaervatspcewibheuenienee 5% 734% 74% 
276b | Cottonseed and crude oil imported | 
I iin ing ciadadeaanabookiens Free Free Free 
278 | Cocoa-nut, palm, olive oils ............... Free | Free Free 
J: SS er Free 274% 30° 
320 | Plate glass, small sheets ................++ 74° 10% 10° 
318 Ec asicsnroapecssccsccnessescveese 74% |} 123% 123° 
348d | Copper bars imported by manufacturers Free | Free Free 
350 tek all nlanae seni 15% 174% 20% 
354 | Mannfactures of :luminium } = 15% 224% 25% 
380 | Steel plates, 66 ins. and more in width | — Free $3 $5 
383 I CCN. cc onecaahoagpaswecoes 148% | 128% 15% 
386 m| Sheets for tinplate manufacturers ...... 5% | 73% 10% 
388 | Iron or steel angles, &C. .............0000 $1 | $2:75 $3 
414 PIII, sencncanacnenscandsetccncncocveone 10% 20% 25% 
NE ha rancisu scans ccssasecascoscesnsecsss | 202, 273% 30% 
431) | Adzes and other tools .... 15% 274% 30% 
SE TE aE 15° 25% | 278% 
522d | Cotton, yarns, mercerised, No. 49, and 
finer imported for further manufac- : ; 
Ne cine ean id dandesbexbuteatannn Free Free ] ree 
523 | Cotton fabrics, unbleached 173% 20% | 25% 
+ 3c + She. + 4e 
per Ib per Ib per Ib 
523a | Ditto, bleached or mercerised............. 20% 224% 273% 
. + 3c. + She. +46 
per lb. | per lb per Ib 
523d Ditto, printed or coloured...............++ | rm oa ae _ 63 
i + ‘ + c. | +t P. 
perlb. | perlb. | per Ib 
532 ‘lothin NN Ne eee cca tits 25%, | 30° | 35% 
| Clothing of cotton ..............00+ , a 1 ie ha 
| per lb. | per Ib. per Ib 
554 | Woven fabrics of wool, 1.0.p. ........... | 273% 359 | 409 
+ 25c. | + 30c. | + 35¢ 
per Ib. | per lb. | ee Ib. 
555 i rericsasccenarrseoonas 30% 40% % 
Clothing of wool. z 1s Site. | 2 39, 
r ib. yer Ib per Ib. 
Rr didaiaciasceccaieae er | P40 c 40 c. 





Trade Atiected (In 


| | 


Thousand Dollars.) 


Proposed Rates. —_ 





1 
Other Chief 
| Total | 









































ae | |, Source. 
From bag - 
vat ps | | Imports, | —_—— 
British | Inter- | co | 1931. vm. 
Prefer- mediate. | General. Amt. | Country. 
ential. | | | 
| | | 
Free 3cts. | 3cts. | 776-5 | 9-8 | 25-3 |722-5 |Holland. 
Free 15% | 2( } 499-1] 25:8 | 40-8 |285-5 | Holland. 
l'ree 10% } 1 12,619°5 | €@&30 1} 1,851-7 | oa) Ie aaa 
5 cts. 123 cts. | 15ets. |1,527-7 | 161-5 | 1,319-0 | je Se 
Free ~- 10% | 10% |1,890°7 | 133-8 892-1 |552-1 |Germany 
Free 15% | 15% 476° 4 | 0 462-1 | aa 
Free 15% | 20 2,605°8 | 424-2 | 1,969-2 | 
Free 15% | 15 | 568-9 | 46-5} 501-1] 
50 ¢. $1-50 | } 591-3 | 5-7 | 583-8 
174% 25% | | 659-4} 183-0} 184-1 | 
+ 2¢. + 5¢. 
} per Ib, per lb. | | : | oy rs - 
20°, 40% | |} 964-0 | 180-5] 614-1 |158-2 |France 
Free 15% | | 1.299 7 244-6 } 750-2 | 164 7 | Holland. 
Free 15% ; 059-5 | E8-4) 671-8.) Te. 
Free 74% | | 768-2 | 126-7} 426-2 |114-6 |France. 
Free 10% 10% | 854-2] 285-3] 568-7 
Free 10°, | 10°, 1,990-2 169-2 | 1,562-2/ .. | i 
Free 35% 35% | $122 9 }2,381-1] 37-8 |279-4 [Japan 
Free 25% 25% | 652-4 130-1 | 458-5 as 
Free 15% 15% | 741-1] 47-1 14-9 1549-0 Belgium. 
Free 10% | 10% | 960-2} Nil | 960-2) ... 
10%, 30% | 35% | 482-6 35-0] 412-4] 2. | 
| 15% 30% | 30% |1,011-6| 58-3] 926-2 
Free $6 ‘ 11,741-2 | 726-3 37-0 | 
Free 20% 1 3,326°8 | 3078-1 248-3 
Free 35° | 1,654-2 Nil | 1,654-2 | 
Free | $3 12-961-4 | 259-8 | 2,515-3 
Free | 25% : SEER | 26-7 | 408-7 E52 a. 
| Free | 30% | 306-5 | 126-4] 45-3 | 132-7 |Germany 
10%, 35% ~~ | }1,239-6 | 181-4] 893-2] 2. | ow. 
| Free | 25° | 784°5 51-3 | 4,720 9 
| | | | 
Free | 25% | 25% 1,710-4 194 1,516°2 
| 173% 20% | 25% 322-7 | 342 964-5 | 
| + 26. + 3he + 4< 
perlb. | per lb per lb | 
| 20% 273° 274% 1,032°5 570-3 416°1 | 
+ 2¢ + 3he +4ea | 
per Ib per Ib. per lt | | aet | 
224% 273% 23° | 530-1 | 2,276-2 | 2,393-8 | 
+ 2¢ + Sic. | + 4¢ | 
per Ib. perlb. | per ll | Das | 
|} 253% 30°, | 35 3,366-7 654-4 | 1,818-2 [426-3 |Germany 
| + 2¢ |} + 3¢ec. | + 4¢ | | | 
| per Ib | per Ib | per lb | | | id | 
273% 35% 40% 2,015-0 | 1,133°9 | 156°8 
+ 18} c¢. + 30¢ + 35¢c. | | 
per lb. per lb. per lb 4 
30% 40% | 40% 2,353-7 | 1,856-2 353-9 
+ 18%¢. | + 32hc. | + 35e¢ 
per lb. per Ib. per lb. 
Free kn 716-6 18-6 | 698-0 | 
' ' 
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Furure Britisa DvutTiss. 


No. of 1931 Imports in $°000. 
Rates. Items. Total. U.K, 

I a cincentaunes 97 51,816 12,462 
Pe E ROIE nccrecserecess 3 941 313 
>» a, es 12 6,553 1,415 
SID ateeeksosenene ness Sais 12 3,013 747 
le ciietiabaansbabeve 6 1,636 340 
ST Vickachkesseusaseosbs eb 2 521 165 





To complete the story it is necessary to add that twenty-four 
items, having a specific as well as an ad valorem duty, appear 
separately below. The feature is that no less than $7,528,000 
worth of British goods (on the 1931 basis) will be charged 
with duties of 20 per cent. and over under the new regime, in 
addition to their specrfic duties. 


TWENTY-FOUR ITEMS NOT INCLUDED ANALYSED BELOW. 


Items. Total. U.K. 

$000. $000. 

Specific duty only shown...... 15 8,977 3,430 
Specific, plus 20% andoveradval. 9 16,218 7,528 


In brief, so far as our statistical analysis can elucidate the 
post-Ottawa revision of the Canadian tariff, the features which 
emerge are :— 

(1) That the bulk of the new British Free List ‘‘ conces- 
sions ’’ represent classes of goods in which previously 
high protection for domestic manufacture was 
judged to be unnecessary. 

(2) That in many instances the increased preferential mar- 
gin is unlikely to bring much.benefit to Britain. 

(3) That even in the small part of the vast complete 
Canadian tariff now revised, half the imports will 
still be subject to almost prohibitive duties. Making 
a rough estimate where only a specific duty is listed, 
we arrive at the conclusion from our analysis that 
out of the $90 millions of imports covered by our 
sample inquiry, $43} millions (British $9} millions, 
foreign $34 millions) will still be charged with duties 
of more than 20 per cent., in addition to primage 
and exchange dumping duties and sales tax. 


HicH Protection MAINTAINED. 


Such are the conclusions which result from a sample statis- 
tical analysis of the tariff changes which we have been able to 


make. In order to illustrate further the effect of the revision 
we print on page 11 a table showing, for a large list 


of the more important commodities involved, the previous and 
proposed rates, together with the total imports from the chief 
sources of the commodity concerned. A full study of the com- 
plete schedule confirms the conclusions (a) that the reduction 
of tariff duties for the advantage of British manufacturers is 
exceedingly small, and (b) that in so far as an attempt is made 
to divert purchases from foreign countries to the British market, 
the effect is to raise still further the already inordinately high 
general tariff. In a few instances there is evidence of a real 
desire to abate the restrictions on British imports, notable 
cases being cutlery, plate-glass, certain fine chemicals, and 
linen goods. In the last-named case a new schedule providing 
for free British entry is to be drawn up as a result of the 
admitted failure of the Canadian industry to survive in spite 
of 20 to 25 per cent. protection. In the case of the iron and 
steel industry, broadly speaking, articles subject to inter- 
national cartel arrangements are unaffected by the changes; 
duties remain prohibitive in classes where the Canadian 
manufacturer can supply the market; in the remaining 
cases, as a result of an agreement that the British and 
Canadian heavy industry should aim at a _ quasi- 
monopoly of the Canadian market, an advantage is given to 
Britain simply at the expense of the United States. The 
height of the textile tariff is lowered in the case of British 
goods by only a negligible amount, and is still largely pro- 
hibitive. It is further to be observed that in many cases the 
intermediate tariff has been brought up to the general tariff 
level, thus impeding the possibility of negotiating success- 
fully treaties between Canada and foreign countries. 

Finally, we would once more emphasise, the portion of the 
tariff revised is only a fraction of the whole. Even after the 
present revision, the tariff is in the vast majority of instances 
appreciably higher in the case of British goods and enormously 
higher in the case of foreign imports than the tariff which 
Mr Bennett inherited in 1930; and the agreement, be it once 
more noted, provides for no immediate or certain reduction 
in the primage and exchange dumping duties or in the sales 
tax, which together represent a serious increase on the actual 
tariff. For example, it is caleulated that British wool-over- 
coating will still be charged in all with an 82 per cent. duty, as 
compared with an 87 per cent. duty before Ottawa. Well 
might Mr Bennett declare at the closing session of the Con- 
ference that the Canadian Government had succeeded “ in 
manifesting the principle that protection as we see it in this 
country can be used as an instrument of national policy.’’ 


INDIA. 
Tariff History. 

Until 1917 the Government of India had rigidly conformed 
to the letter of the Free Trade Law laid down for it by 
specific resolutions of Parliament. Fiscal policy was regarded 
as strictly outside the purview of the Indian Legislative Coun. 
cil. Indian opinion, on the other hand, was enthusiastically 
protectionist, holding a tariff to be essential for the develop. 
ment of much desired industries. The Montagu-Chelmsford 
Report stressed the importance of bringing fiscal policy more 
into accord with Indian opinion, and from that point, although 
without formal sanction from Parliament, a modification in the 
attitude of the Government of India on the tariff question 
became apparent. When, in 1917, the import duty on cotton 
piece goods was raised to 7} per cent., while the countervailing 
ixcise duty was left at 3} per cent., the whole of India marked 
the significance of the omission. 

This tendency was confirmed when the Joint Select Com- 
mittee in 1919 recommended that a Convention should be 
allowed to grow up to the effect that, when the Government 
of India and its Legislature were in agreement on fiscal 
matters, Parliament should intervene only to safeguard the 
international obligations of the Empire. In virtue of this 
Convention India has since enjoyed virtual fiscal autonomy. 

The war imposed upon India the need to find new sources of 
revenue. Popular sentiment enabled the Government to 
achieve its object and to attain popularity by raising the 
Customs duties. For many years a low general tariff of 5 per 
cent. had been in force. Between 1916 and 1922 it was raised 
gradually to 15 per cent. Upon certain ‘‘ producers’ goods ” 
a lower rate of 10 per cent. was charged, but a large range of 
luxuries ’? paid 30 per cent. A special feature of the tariff 
during this period was the levy of export duties on tea, jute 
and raw hides. In the latter case the aim was definitely pro- 
tective, in order to encourage the tanning industry. 


Tue GrowTH OF PROTECTION. 


The recommendations of the Fiscal Commission of 1922 mark 
the beginning of a new chapter in India’s fiscal history. 
Thenceforward discriminating protection’’ became the 
accepted policy. A Tariff Board was set up as the expert agent 
for the purpose of discrimination. The Commission approved 
the principle of Imperial Preference, provided it did not inter- 
fere with the due protection of Indian industries and that it 
did not restrict India’s fiscal autonomy. It should be empha- 
sised, however, that public opinion had been steadily opposed 
to any preferential arrangement. 

The first important application of ‘‘ discriminating protec- 
tion ’’ after 1922 was embodied in the Steel Industry Protec- 
tion Act of 1924. The principle therein adopted was to give 
a degree of protection measured by the difference between the 
import price and the price which would secure the Indian 
manufacturer a reasonable profit. A combination of ad valorem 
duties, varying from 15 to 25 per cent., with specific duties at 
from Rs. 14 to Rs. 40 per ton, were imposed. In addition, 
bounties of from Rs. 20 to Rs. 32 per ton were granted for the 
production of rails and fish plates. These duties were imposed, 
in the first instance, for three years. They were continued, 
with modifications, by the Steel Protection Act of 1927. 

The steel industry affords the outstanding case of high 
protection in India, but special protection, less pronounced, 
although similar in intention, is now extended to a number of 
industries, including cotton, heavy chemicals, matches, paper, 
salt and sugar. The terms of the Cotton Textile Protection 
Act of 1930 deserves special notice. It raised the general tariff 
of cotton piece goods from 15 to 20 per cent., or 3} annas per 
pound, whichever was highest. For the first time, as the result 
of special representations from the Secretary of State, a pre- 
ference of 5 per cent. was extended to cotton piece goods 
manufactured in Great Britain. 

The tendency of the Indian tariff in recent years, under the 
combined influence of the need for increased revenue and the 
prevailing protectionist sentiment, has been to increase the 
rates charged upon almost all articles imported into the 
country. Following the general scheme adopted after 1922, the 
tariff in force under the Act of April, 1932, is based on three 
main schedules. A number of producers’ goods, such as dyes 
and machinery, are charged 10 per cent. The main body of 
imports, including most articles of food, pay 25 per cent. A 
large assortment of articles of lesser necessity pay 50 per cent. 
The existing rates on cotton piece goods are 25 per cent., or 4% 
annas per pound, whichever is highest, on British goods and 
314 per cent., or 42 annas, on non-British goods. Taken 


oe 


together with the special protective duties on iron and steel 
and the other articles selected for ‘‘ discriminating protection,” 
notably cotton textiles, the tariff represents a very high level 
of revenue taxation, together with a large measure of pro- 
tection. 
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The Ottawa Undertakings. 


Under the Ottawa agreement the Indian Government has 
undertaken to give a 7} per cent. preference on motor-cars, 
omnibuses and accumulators and to give a 10 per cent. pre- 
ference on a long list of manufactured goods, including certain 
classes of apparel, building materials, chemicals, earthenware, 
furniture, hardware, instruments, leather, aluminium and 
copper manufactures, oils and paints, paper and cardboard, 
rubber manufactures, soap, toys and woollen piece goods. It is 
estimated that in the year ended March 31, 1931, the total 
volume of Indian imports affected by this increase of prefer- 
ences amounted to £32 millions, whereof £12.7 millions repre- 
sented imports from the United Kingdom. These preferences 
may be given either by an increase of duty on foreign goods or 
by a reduction of duty on United Kingdom goods, or by a com- 
bination of both methods. Since the new 10 per cent. prefer- 
ence is to be extended broadly to goods now subject to revenue 
duties, it will presumably be necessary in many, if not the 
majority of cases to raise the foreign duty, if the requirements 
of the Budget are to be met. The Government of India has 
further undertaken that there shall be an extension of the 
10 per cent. preference to a shorter list of British goods, 
including mainly certain cotton and artificial silk piece-goods, 
subject to the recommendation of the Tariff Board as to the 
protective duties which should be placed on those goods against 
United Kingdom imports. 


A further undertaking of the Indian Government is that, 
in consideration of the continuance of free entry of Indian 
iron and steel into the United Kingdom, the duties on galvan- 
ised sheet in the Indian tariff (now amounting to Rs. 83.12) 
shall be adjusted, on the basis of present selling prices, 
as follows: Sheet made in the United Kingdom from Indian 
sheet bar, Rs. 30 per ton, for United Kingdom sheet Rs. 53, 
foreign sheet Rs. 83. In the event of further reductions of 
foreign sheet imported into India, the Government of India 
without inquiry by the Tariff Board will take prompt and 
effective action to impose additional duties of an amount suffi- 
cient to make clear the intention of the Government of India 
to maintain prices. This arrangement is to remain in force 
until action is taken by the Government of India following the 
next statutory inquiry into the Indian iron and steel industry. 


It is important to notice that the agreement with India con- 
tains no provision, as in the case of Australia and Canada, 
whereby the Tariff Board in considering future modifications 
of the tariff shall be governed by the principle of ‘‘ reasonable 
competition,’’ ete., for British goods. 


The India Agreement is subject to termination on six months’ 
notice from either side. 





NEWFOUNDLAND. 


Newfoundland has throughout its history depended mainly 
upon a Customs tariff for its revenue. Its population numbers 
only 270,000, and the principal occupation of the people lies in 
the fishing and allied industries. Thus for the most part their 
incomes are small and variable; and those who are in receipt 
of salaries are proportionately fewer than in most other 
countries, consisting, indeed, almost entirely of the civil 
servants, and a small number of merchants and professional 
men. All Newfoundland Governments have therefore regarded 
Customs duties as the only practicable source of substantial 
revenue, and normally at least three-quarters of the total 
revenue is produced by these duties. 


The revenue from Customs duties, and the total revenue from 
all sources including Customs, ten years ago and in the last 
two years are shown below :— 


1920-21 1929-30. 1930-31. 

$ $ $ 
Customs revenue.......... 6,026,900 8,834,000 7,465,000 
Total revenue ............ 8,438,000 11,579,000 9,655,000 


It follows that variations in the tariff have been dictated 
by the necessities of revenue rather than by considerations of 
protection. ‘There are few people engaged in industries that 
could be protected, and tariff controversy has played a very 
small part in Newfoundland politics. Occasionally demands 
have arisen for the reduction of duties on primary necessities, 
such as sugar; and when revenue permitted, some of the tarifl 
have been lowered, though in recent years the general tendency 
bas been towards an increase. 

Hitherto, for the reason that the tariff is regarded as being 
for revenue rather than protection, no Imperial preference 
has been granted; and although the Ottawa agreement pro- 
Vides for a preference of 10 per cent. on 61 classes of goods, it 
also makes provision for a reduction of this preference if it 
Tesults in a loss of revenue. 








NEW ZEALAND. 
Tariff History. 

The New Zealand tariff was already on the upward grade 
when the exigencies of war finance gave a very marked fillip 
to this rising tendency. Increases were made in 1915 in the 
duties on spirits, gas and oil engines, electric motors, trans- 
formers and lamps, and motor cars; and in 1917 a number of 
further increases were made in the tariff and remained in force 
until the general revision of 1921. The war was also respon- 
sible for the introduction of a primage duty of 1 per cent., 
levied on all but a small number of specified articles. It was 
increased, for most goods, to 2 per cent. in 1929; but was 
removed in 1930 when a surtax (see below) was imposed on 
dutiable goods. In July, 1931, however, a primage duty of 
3 per cent. was reimposed on almost all imports, British and 
foreign, otherwise free of Customs duty. 

The tariff underwent a general post-war revision in 1921, 
when the general tariff, applicable to foreign goods, was in 
most instances raised to 35 per cent., while the rate most 
commonly applicable to British goods remained at 20 per cent. 
An intermediate tariff for trade treaty purposes was introduced 
but abandoned again in 1927. Provision was also made for the 
imposition of special dumping duties on goods sold to New 
Zealand importers under conditions which might injuriously 
affect manufacturers in New Zealand or in any other part of 
the British Empire. Additional duties on goods from countries 
with a depreciated rate of exchange was also provided for, but 
no such duties have been imposed since 1925. 

The protective purpose of the post-war tariff was greatly 
strengthened by the 1927 revision, but the British preferential 
margin was, in general, increased from 15 to 20 per cent. A 
provision of the 1921 tariff allowing machinery, tools, etc., 
which are needed for New Zealand industry, and cannot be 
economically manufactured in New Zealand, to enter free if 
of British origin, was extended; and in certain conditions made 
to include foreign goods. Certain classes of household textile 
piece goods, linoleum, and table china and earthenware were 
placed on the free list if of British origin. 


THe Present Tarirr. 

In 1930, the general tariff was increased, as to most items, 
by 5 per cent. ad valorem. The primage duty imposed during 
the war on all imports was replaced by a surtax on dutiable 
imports of one-twentieth of the duty otherwise payable in 
certain specified cases, and nine-fortieths of such duty in all 
other cases, except wheat and flour. During 1931 there were 
increases in the general and preferential duties on a large 
number of goods, and reductions in a few others; these changes 
did not alter the British preferential margin. 

The effect of these developments is illustrated by the follow- 
ing typical items, which are among the most important of 
Great Britain’s exports to New Zealand :— 


Rates oF Duty on Imports INTO NEW ZEALAND. 























1921. | 1927. 1931. 
British | | British British 
Prefer- | General. Prefer- | General. Prefer- General. 
ential. | ential. ential. 
Iron and steel rods, % % | % | % | % % 
bolts, bars, angles, | | 
Re sicicccnicscerss Free 20 Free 20 Free 20 
Iron sheete..........+++- bree 2 | Free 20 | Free 20 
lectrical machi Free 10 |} Free | 20 ' Free 25 
Motor vehicles.......... 10* 254 | 10 35 | 10 40 
| body | + body | body | + body 
| duty of duty of | duty of | duty of 
10% +$| 415% | 113% 164% 
Woollen piece goods... 20 35 20 } 4( | 20 45 
Rea iy -made clothing. 25 40 25 | +t | 32} 55 
Leather manufactures | | 
iitistinnenesssnscsssscas | 20 | 35 } 25 | o } 25 | 50 
Silk or rayon piece- | | | | 
DORN cinctearncmaceune 10 15 10 15 10 25 
China-ware, &c. ...... 20 35 20 4( 20 45 
Hardware, n.e.i. ...... 20 35 20 40 20 | 45 


specific duty ranging from £5 to £15. 
+ Plus a specific duty ranging from £7 10s. to £22 10s. 


* Plus ¢ 





There has thus been a very substantial increase, during the 
last ten years, in the height of the New Zealand tariff wall, 
and, though there has been a concomitant increase in the 
British preference, the tariff—supplemented by the 1930 sur- 
taxes—-has acted as a growing impediment to imports both from 
Britain and, still more, from foreign countries. 


NEw ZEALAND’S Import TRADE. 
(£ millions.) 





Imports from— 1927. 1929. 1930. 1931. 
United Kingdom ............... 21-5 22:6 20-3 12-2 
Total British countries..........  30°7 33-1 29-6 17-4 
Total foreign countries ...... 14-1 15:7 13°4 7-4 

Total imports ...........0.0¢ 44-8 48-8 43-0 24°8 
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While the rising tariff is not wholly responsible for the con- 
traction of New Zealand’s import trade—loss of purchasing 
power through the agrarian depression is an obvious factor— 
the correlation is not without significance. 

Out of the £43 millions of imports in 1930 there were : — 


£ million, 


Admitted free from all SOUPCES............seeeeeeeeeeseeeeeeeese 9-9 
RE BO BE TRIEIA.. 5. cescnccccencccestesesssssseveusconssns 10-0 

RE NRE - rkcctecescvesveoins esonvsnnsssenpenssese 19-9 
British imports taxed under British preferential rate 11:8 


British imports taxed under general tariff .................. 1-8 
Foreign imports taxed under general tariff ................. 9-5 


Ne os ew ema beit 23-1 


The tariff in 1931 comprised some 450 items. 


The Ottawa Undertakings. 


Little inroad’ is made on this tariff by the Ottawa agree- 
ments, which involve the following concessions by New 
Zealand :— 

The existing surtax of nine-fortieths of the Customs duty 
now payable on British goods covered by the New Zealand 
tariff (this amounts on the average to a duty of 5 per cent. 
ad valorem) is to be abolished. 

The New Zealand Government undertakes that existing 
margins of preference now enjoyed by British goods shall not 
be reduced, except that where the margin of preference now 
exceeds 20 per cent., it may be reduced to that figure. 

The following changes are to be made in the British 
preferential tariff :— 


Rate of Duty. 
Existing. Proposed. 
0o/ o/ 


Oo o 
ComBectsomery ....cccccccceesceesee 30 274 
SR cists ca ncbkbecundsebabenines 323 274 
SET vcsncrcencerebesbsrsabbeornenes 324 274 
Silk and rayon piece goods...... 10 Free 


On the basis of 1930 figures, the value of the United Kingdom 
trade covered by the abolition of the surtax is £10 millions 
a year and that affected by the changes of rates given above 
is £2.4 millions. The most satisfactory feature of the agree- 
ment is the fact that the charges are effected by a lowering 
of the British rate of duty and not by an increase in the 
general rate. 

In addition, New Zealand undertakes :— 

(1) To grant protection by tariffs against United Kingdom 
goods only to industries which are reasonably assured of sound 
opportunities of success. 

(2) To reduce duties as soon as possible to a level which will 
place the United Kingdom producer in the position of a 
domestic competitor with full opportunity of reasonable com- 
petition on the basis of a relative cost of economical and 
efficient production. 

(3) To give United Kingdom producers a hearing in connec- 
tion with (2). 

(4) Not to increase the existing primage duty of 3 per cent. 
on United Kingdom goods which are otherwise duty-free, and 
to remove it as soon as financial conditions permit. 


Some observations on the questionable value of concessions 
(1-3) will be found on page 17. So far as the immediate modi- 
fications of the New Zealand tariff are concerned, it is clear 
that the harvest of Ottawa has been meagre. 





SOUTH AFRICA. 
Tariff History. 

The principle of preference, which had been followed in the 
earliest South African tariffs, was resumed, after the lapse of 
half a century, in 1903, and has been retained ever since. 
Until 1925, though the tariff had been growing increasingly 
protective, it was primarily designed for the production of 
revenue, but the Tariff Act of 1925, which forms the basis of 
present South African tariff policy, was definitely cast on 
protectionist lines. The general principle was to admit plant, 
machinery, tools, supplies, and raw materials free, while re- 
serving to home producers the market for finished goods. The 
measure of protection, which had before seldom exceeded 
25 per cent., was now raised to 30, 35 and 40 per cent. A 
system of suspended duties, which can be brought into force 
by proclamation when the prevailing duties are found to pro- 
vide inadequate protection, and which has in fact been applied 
to a small number of items, was also adopted. Dumping duties 
were also provided for where goods are being exported to South 
Africa (a) at an export price less than the domestic value 
plus the extra costs of placing the goods on board ship; (b) 
at an export price lower, by reason of exchange depreciation, 


than the export price of similar goods from countries whose 
exchange is not depreciated by more than 5 per cent. ; (c) ata 
lower rate of freight than that prevailing for goods usually 
rated on the same basis; (d) at a sales price lower than the 
domestic value plus duty and all the costs incidental to ship. 
ment; (€) on which a bounty is granted. At the end of 1930 
duties were in force, under one or other of these headings, on 
nine articles. 

Preferential treatment was accorded to a series of goods 
imported from the United Kingdom and also from Canada and 
New Zealand. The most-favoured-nation treaty concluded with 
Germany in 1929 provided that each party should receive most- 
favoured-nation treatment for its exports to the other, except 
that Germany might not claim the extension to her of pre 
ferences already granted by South Africa to other members of 
the British Empire. 


THe Present TariFr. 

Various increases in the duties have been made since 1925, 
the most important being the introduction, in 1931, of a 5 per 
cent. primage duty on practically all imports, for the purpose 
of financing a subsidy on the exports of primary products, and, 
in 1932, of an additional surtax of 7} per cent. on all imports 
except farmers’ supplies. The net effect of these changes is 
typified by the following table, showing, for certain important 
items, the rates under the 1925 tariff with the slight amend- 
ments of 1926, and those in force in June, 1932. The general 
rates given are those of the maximum tariff; a minimum tariff 
exists which may be substituted where producers are charging 
unduly high prices. The primage duty and surtax have been 
added to the 1932 rates :— 


Duties PAYABLE ON ImporRTS INTO SouTH AFRICA. 


1926. June, 1932. 
British British 
Pref. General. Pref. General. 
Cotton piece goods (f.o.b. price % % % % 

not exceeding ls. 3d. per yard) 74 124 173 224 
Ready-made men’s suits......... 20 20 374 37} 
Iron and steel blocks, ingots, &c. Free 3 123 154 
Iron and steel plates or sheets... Free 3 123 15} 
Rails, locomotives, wagons, 

PRES ID, cvadaussecunssunnsees 3 3 15} 15} 
NS SEED nic icccrsencbnsnses Free 3 123 15} 
Motor cars (value not exceeding 

SED Lisuicsbhsterteeevincevsesenss 20 20 324 324 
PE IED nasnseincccrcsnsvecsine 15 20 274 524 
Socks and stockings .............. 10 15 224 274 
Woollen piece goods............++. ag 5* 174* 17}* 
Electrical machinery ............ Free 5 123 174 


* Plus a suspended duty of 10 per cent. 


It will be seen that, apart from the surtax and the primage 
duty there is very little change; on the whole, South Africa 
may still claim to rank among the more moderately protec- 
tionist countries, the more so as her free list still forms a very 
high percentage of her total imports. 


Souts Arrica’s Import TRADE. 


£ millions. 


Imports from— 1927. 1929. 1931. 
United Kingdom ......... 31:7 33-1 21:8 
Total Empire — ..ccccc.ceee 42-2 44-2 28-4 
Foreign countries ...... 28-6 54°8 21-9 

Total imports 70-8 79-0 50-3 


Up to 1931 the British proportion of South Africa’s imports 
had been falling. The 1931 slump in foreign imports reflects 
mainly lessened purchases of United States motors. In textiles 
our chief competitor is Japan. 


The Ottawa Undertakings. 


At Ottawa the South African Government has undertaken :— 

(1) To secure to the United Kingdom new or increased pre- 
ferences on a short list of manufactured articles. The most 
important instances are listed below. 


Existing Rates. | New British 


British General pref. margin 
Pref. Tariff. to be 

% % % 
aa aoc caieneaci 3 3 7 
Vacuum cleaners .............cseeeee: 10 10 5 
Machinery for mining ............... Free 3 5 
i 5 > 5 
Other machinery, n.o.p. ............ Free 3 5 
cc asaw 20 20 10 
MINED. ails bbksoesescsssnricnciess 20 25 10 
Certain electrical batteries ...... 10 15 10 


It is not stated whether these increased preferences are 
be secured by lowering the British preferential or raising the 
general tariff, but in cases where British goods are already 00 
the free list, or where the existing British duty is less that 
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the promised margin (e.g., cranes, etc.), the general tariff must 
obviously be raised. 

(2) To impose new duties on certain foreign piece goods and 
underclothing, leaving the existing British preferential tariff 
unchanged. The piece goods concerned are cotton goods (not 
blanketing or Kaffir sheeting) whose f.o.b. price does not 
exceed Is. 3d. per yard, and also rayon piece goods. The old 
and new duties contrast as follows :— 


Old Duties. New Duties. 
British. General, British. General. 


% % % Per yd. 
Cotton piece goods, as stated... 5 10 5 ldd. 
Rayon piece goods ............4 15 15 15 3d. 


The underclothing is confined to knitted cotton types pre- 
viously taxed 15 per cent., both British and foreign. The new 
foreign duties are to range from 3s. to 7s. per dozen articles. 

(3) Not to lower existing margins of preference enjoyed by 
British goods on a considerable list of manufactures. The 
present differentiation is in most cases 5 per cent. ad valorem. 
It is semi-officially estimated that on the basis of 1931 trade 
figures the range of imports covered by the tariff changes is as 
under :— 


Imports 
Total from the 
Imports. U.K. 
£ million. £ million. 
Goods on which existing preferences are 
RAINE, oxucsdavsapsetendaxessssenesessessevcss 7-4 4-3 
Goods on which new or increased preferences 
RN MIIER ok 5c sk cGcahavanensidceeraroonnnincececiecs 7-2 3-1 


It will be observed that, even if many of the modifications 
under (1) are effected by lowering the British preferential tariff, 
the resulting expansion of British exports to South Africa is 
unlikely to be important. The worst feature of the agreement, 
however, is the undertaking under (3), since this means that 
South Africa stereotypes her present general tariff at our 
request, in order to preserve the existing British preferential 
margin. 





SOUTHERN RHODESIA. 


The tariff of Southern Rhodesia is comprehensive, but rela- 
tively moderate. The commonest rate, which applies also to 
all goods not enumerated in the tariff, is 20 per cent. on foreign 
goods and 10 per cent. on goods of British origin. There is 
a wide range of goods, consisting mainly of agricultural appli- 
ances and of tools, machinery, and other iron and steel manu- 
factures for the use of industry, which are free when of British 
origin and dutiable at 5 per cent. if foreign. In very few cases 
do foreign goods pay over 25 per cent. or British goods over 
12 per cent., this latter rate being principally applicable to 
certain groups of textiles and apparel. 

At Ottawa Southern Rhodesia undertook to give British 
goods the following increased margins of preference :— 


Existing New 
Margin. Margin. 
% % 
Electrical batteries ..... pdccehetde cn esuneavapannves 3 iS 
MIE ccs scuncceunisessiacsddetcuecsescsecssces 10 15 
Electrical material (except cable and wire)... 5 10 
Wireless telegraphy and telephony instruments 3 15 
Cutlery ....cccecccccccccccccccccecccscccvcvcccocossoees 10 20 
Glassware (except bottles and jars and plate 
ON WINdGOW GlABS) ........ccccccccccccscccccsces 10 15 


In some cases this must involve raising the foreign duty. 
Provision is also to be made for minimum specific duties on 
foreign cotton, silk and rayon piece goods, other than blanket- 
ing, which will have the effect of increasing the protection of 
United Kingdom goods against the cheaper foreign lines in 
these goods. 

The volume of trade affected by these changes is estimated 
on the basis of the 1930 trade returns to be £0.4 million, of 
which one-half is from the United Kingdom. 








EFFECT UPON BRITISH TRADE. 


The effect of the preceding concessions upon British trade 
cannot be measured statistically with any attempt at accuracy. 
In certain cases a few rough guesses have been made as to the 
extent to which Great Britain may hope to gain a greater 
share of the trade of the Dominions, but even such estimates 
cannot be made at all in many cases, for the tariff changes 
to be made are still very problematical. All that can be said 
is that, as compared with a total British export trade of £700 
millions, the trade value of the concessions made is unlikely 


SS 
rrr 


to exceed £20-25 millions; while, of course, the adverse effect 
on our trade with the rest of the world is entirely incalculable. 


British Trade Views. 


In the absence of any statistical basis all that can be done 
is to record the opinions of competent trade experts. A series 
of such views from industrial authorities is summarised below. 
A market view on the effects of the meat quota is also included. 
It should be noted that many of these views represent first 
impressions, as the authorities concerned have not yet had time 
to analyse completely the Ottawa Agreements and schedules. 


Coa. 

A South Wales authority says:—‘‘ In June, 1931, a duty of 
40 cents per ton was imposed by Canada on foreign anthracite, 
with British anthracite remaining on the free list; while early 
in 1931 the importation of Russian anthracite was prohibited. 
At the current rate of exchange the existing foreign duty 
equals 2s. 4d. per ton, and there is evidence that it has diverted 
«% certain amount of business from the United States to Great 
Britain. !xports of American coal, which practically all go 
to Canada, have fallen from an average of 253,000 tons a 
month for 1929 to one of 96,000 tons for the first half of 1932, 
while British shipments have risen from a monthly average of 
62,000 tons to one of 93,000 tons. This change-over is not 
entirely due to the tariff, for the depreciation of sterling and 
the current low level of freights from the United Kingdom to 
Canada have also played their part. The Ottawa Agreement 
provides for an increase in the Canadian duty on foreign 
anthracite to 50 cents, and as a result South Wales is inclined 
to anticipate a further substantial expansion in shipments 
next season.’’ The opinion is also expressed that if the Ottawa 
Agreement brings about heavier grain shipments from Canada 
to the United Kingdom, outward coal shipments will be 
assisted by lower freights than might otherwise have obtained. 


Tron AND STEEL. 


British iron and steel manufacturers are inclined to regard 
the Canadian agreements as holding more of promise than per- 
formance. One authority lays stress not so much upon the 
actual concessions in the Canadian tariff as upon the useful con-— 
tacts made at Ottawa. The latest figures for Canadian imports 
of iron and steel were £17.6 millions a year, of which £14.1 
millions came from the United States and only £2.5 millions 
from the United Kingdom. Provisional calculations, based 
upon the Ottawa schedules, one authority thinks, suggest that 
the British industry may gain from one to two millions of 
extra business, according to the general state of trade, and this 
gain is likely to be most noticeable in the case of black sheets. 
Another authority takes a somewhat less hopeful view. He 
thinks that in structural steel the Ottawa agreement is likely to 
be of little benefit, as architects and builders have become accus- 
tomed to specify American steel and to order sizes rolled by 
American mills. This last point, he adds, is of some importance, 
as the potential Canadian demand is not large enough to make 
it practicable for British makers to alter their plant to roll 
American sizes. The first authority holds that the agreement 
with Australia will be of little further benefit, as the British 
steel trade already holds the Australian import market. Still, 
it is hoped that Article 9 in the Agreement limiting protec- 
tion to industries with a reasonable chance of success may bring 
about the closing of some uneconomic branches of the Austra- 
lian steel industry and the substitution of British products. 
The New Zealand market has long been held, while the South 
African tariff concessions are of little practical scope or im- 
portance. The Indian position is more complex, owing to the 
competition of Indian pig iron in the British market, and no 
opinion can be expressed as yet. 


ENGINEERING. 


Representatives of the industry state that they have hardly 
yet had time to analyse the Ottawa agreements and schedules, 
but their general impression is that they will be of little direct 
benefit to British engineering. The Canadian tariff reductions 
only affect a limited number of products of the industry, 
while the agreements with the remaining Dominions still lack 
precision. They make an important point regarding the 
Australian agreement. Now that the British industry is to 
have access to the Australian Tariff Board, it will be tempting 
for delegates to be sent out from Great Britain to negotiate. 
It would be far better for such negotiations to be left to the 
Australian Association of British Manufacturers, for this 
organisation knows all the details of the Australian market, 
the claims of Australian industries, and other relevant facts 
which a British delegate would be unable to appreciate. If 
a general view is taken of Ottawa, it is necessary to link up 
the agreements with the problem of world tariffs and trade 
restrictions as a whole, and it is doubtful whether a limited 
attack upon the problem such a Ottawa represents will on 
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balance be beneficial. It must be remembered that even after 
a preference is granted the duty on British goods may still be 
prohibitive, and that what the industry is interested in is 
effective as opposed to nominal preferences. 


EvectricaL ENGINEERING. 


The following is a summary of a representative view :—The 
agreements have not yet been fully analysed, so that a com- 
plete opinion cannot be expressed. Experience is required before 
judgment can be final. In particular much depends upon the 
way in which the Dominion Tariff Boards interpret the agree- 
ments, and on how far they can be safeguarded from political 
pressure. It is also essential that the conclusion and execu- 
tion of the Ottawa agreements should not jeopardise our con- 
mercial relations with foreign countries. This is particularly 
necessary for the electrical engineering industry which in 
normal times has a big foreign market and many international 
connections. Considerable doubts are expressed by the industry 
as to the wisdom of the proposed duty of 2d. a lb. on foreign 
copper. For the time being, it is pointed out, Empire pro- 
ducers cannot wholly supply British needs, and while a general 
undertaking is given that Empire copper will be offered at 
a price not exceeding the world price, this provision is thought 
to be far too vague. A similar undertaking was given when 
the duty upon foreign lead was imposed early this year, and 
this undertaking has not been fulfilled, with the result that 
protests are likely to be made by consumers at an early date. 
It is essential that definite machinery should be set up to 
ensure that these undertakings regarding non-ferrous metal 


prices should be properly kept, 


CHEMICALS. 


A representative statement is to the effect that on the whole 
the industry is satisfied with the Canadian schedules, which 
correspond very closely with the industry’s own suggestions. 
Out of Canada’s total chemical imports of $25 millions 
the British industry has so far had $3.5 millions, and it is 
estimated that some further share should be secured as 
the result of the Agreement. American competition, how- 
ever, will still remain very keen, for American manu- 
facturers can give quicker delivery, can keep greater stocks, 
and can give better and more direct technical service. These 
advantages may well outweigh the British preference, especi- 
ally as Canadian consumers obtain a 99 per cent. drawback on 
all imported products that enter into exported articles. The 
heavy chemical trade between Great Britain and Canada is 
already well organised, but owing to the limited size of the 
Canadian market it is essential that trade in fine chemicals 
should also be organised. Some co-operative selling organisa- 
tion is needed if this trade is to be secured in the face of the 
many advantages possessed by American competitors. 









































CorTon. 


The general view of the British industry on the Canadian 
Agreement was expressed by Mr. Harold Cliff, the Secretary 
of the Oldham Master Cotton Spinners’ Association, and a 
member of the deputation which went to Montreal, who stated : 
—‘* The concessions are a great deal smaller than could reason- 
ably have been expected. One of the requests made by the 
British delegation was that the Canadian duties should be 
simplified and put in such a form as would enable traders to 
know exactly what they are liable for on arrival in Canada. 
There does not appear to be a single item in the more objec- 
tionable features of the tariff regulations which has been 
altered as a result of the Agreement. The power is retained 
even to vary the duties by order of the Canadian authoritie 
in individual cases of representations made by individual 
Canadian traders. This we consider most objectionable.’’ A 
Manchester authority points out that the actual Canadian 
concessions are very small, and leave the duties still higher 
than those in force in 1930. Another manufacturer states :— 
‘Tf certain goods have had to bear a tariff of 95 per cent., 
it is of no use to the exporter if the duty is reduced to 90 per 
cent., as the latter figure is just as prohibitive as the former 
duty.’’ This statement represents the general attitude of 
British cotton manufacturers, and it is not anticipated that the 
Agreements will result in any appreciable increase in export 
trade with the Dominions. 





Woot. 


A Bradford correspondent states that firms feel that the 
Canadian tariff schedules outlined in the Ottawa Agreement 
will do very little to encourage the exportation of cloth to 
Canada. The placing of billiard cloths, Italian linings, and 
woven fabrics not exceeding four ounces to the square yard im- 
ported in the grey or unfinished condition, is of little practical 
use to Bradford. Billiard cloths are not manufactured in 
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Canada, so that here there is no question of placing British ang 


Canadian makers on closer terms of equality, while Bradford 
dress goods are mostly too dear to qualify for free admission 
under the concession specified above. It is probable that the 
new duties will make it slightly easier for Yorkshire to sell to 
Canada, and Canadian representatives have lately placed some 
orders in Bradford. Still, this is as much due to the depre. 
ciation of sterling and to definite knowledge of the nature of 
the new duties as to the actual reductions that have beep 
effected. The secretary of the Huddersfield Chamber of Com. 
merce has made the following calculations, reducing to an 
ad valorem form the existing and proposed Canadian duties 
which are partly specific and partly ad valorem. 


Description. Price 
per yard. Old Duty. New Duty, 

s. d. % % 

16-ounce cloths ............cececcceses 1 6 87-2 71-9 
2 0 71-6 60-1 

5 6 51°5 44-9 

5 0 43 58-8 

10 0O 34:1 51-8 

Overcoatings, 52 02..........secssseee 3 6 78°3 65:3 
5 0 62-2 52°5 

10 0 43-5 37°5 

Overcoatings, 38 OZ............000.00- 3 9 81 69-8 
Special woollen serge, 20 oz. ...... 1 10 88-5 72°7 

LINEN. 


According to a communication from a Belfast authority, 
industrialists have not yet had time to analyse the schedules, 
and details of the new Canadian schedule placing a wide range 
of fabrics on the free list have yet to be determined. It 
appears, however, that some of the finer fabrics will secure free 
entry, and that this will stimulate British export trade. The 
position with regard to Australia and South Africa also 
remains obscure for the present, as the revisions of the Customs 
lists is still to be carried out. It is pointed out that, apart 
from any change in duties, a simplification of the lists would 
be of great assistance to importers in both Dominions. British 
linens already occupy a favourable position in New Zealand. 


Marat. 


While some leading members of the trade think it premature 
to express an opinion on the proposed meat quota, one Smith- 
field view is that the scheme ‘‘ will strengthen the whole- 
sale market, which has suffered severely during recent years 
from uncertainty and irregularity of supplies. Its opera- 
tion will almost certainly raise wholesale prices, and as the 
larger retailers and multiple shops have reduced their retail 
prices during the last two years in sympathy with the 
decline of wholesale prices, some increase in retail prices 
must be expected. Such an increase is rendered more likely 
by the fact that unemployment and restricted purchasing power 
have reduced the consumption of meat and the retailers’ turn- 
over.’ The same authority expresses the following views 
upon beef and mutton :— 


Beef.—The 100 per cent. quota for foreign chilled beef 
imports, based upon the year ended June 30, 1932, may 
provide the United Kingdom with ‘ a reasonable quantity of 
chilled beef.”” It must be recognised, however, that imports 
during that year were below the latest five-year average, and 
to — extent the quota will reduce imports below their normal 
volume. 


Mutton.—The chief foreign competition consists of second- 
rate meat from Chile and Argentina (mainly Patagonia). 
Patagonian sheep farmers depend very largely upon the British 
market, and the operation of the quota may put a number of 
them out of business. This means that Great Britain will 
become dependent upon home and Empire sources for her 
supplies. Provided that Australia can provide the full 
amount of mutton allotted to her under the quota, the restric- 
tion of foreign imports will not reduce British supplies of 
shorten the British market to any serious extent, but the 
danger is that, after the South American farmers have been 
put out of action, a bad Australian season may reduce Aus 
tralian supplies by anything up to 50 per cent. If so, there 
may be a shortage of mutton in the English market, and 
prices may rise to an excessive extent. If this analysis is 
correct, the provision that the quota may be modified of 
removed if supplies become inadequate may prove a dead- 
letter; for by that time foreign sources of supply may have 
become permanently restricted. ’ , 


Pork and Bacon.—Pending the publication of the Pig In- 
dustry Commission’s report, it is impossible to express a? 
opinion. 
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THE GENERAL CLAUSES. 


So far we have been chiefly concerned with tariff rates as 
modified by the Ottawa Agreements. But there remain a 
number of general clauses to which the British Delegation 
attach great importance. 


Some of these relate to the removal of special emergency 
measures by individual countries, of which a number have been 
noted under the particular agreements. Canada, for example, 
undertakes to remove all existing surcharges on imports from 
the United Kingdom “‘ as soon as the finances of Canada will 
allow.’’ They further undertake to give “ further sympathetic 
consideration to the possibility of reducing, and ultimately 
abolishing, the exchange dumping duty, so far as it applies to 
imports from the United Kingdom.’’ The other agreements 
contain a few propositions of a similar kind, while the report 
of the Conference as a whole contains a recommendation on 
the subject of export bounties and anti-dumping duties, which 
runs as follows :— 


This Conference, recognising that export bounties and 
exchange depreciation adversely affect the value of tariff 
preferences within the Commonwealth, expresses the hope 
that, with a rise in the level of commodity prices and with 
stabilised exchanges, such bounties and the special duties 
which have been adopted as a means of adjusting the situa- 
tion so created, may be withdrawn. 


It is significant that this resolution says nothing as to the 
demoralising effect of these special measures upon the general 
trade of the world, but only refers to their effect upon the value 
of the tariff preferences now established. Nevertheless, this 
resolution, and the specific references made elsewhere to ab- 
normal duties, point in the right direction. 


Uneconomic INDUSTRIES. 


From the point of view of long-range trade policy, however, 
the most important clauses of the agreements are two which 
figure in the Canadian and Australian documents. One of them 
is a general declaration of principle, which, in the case of 
Canada, runs as follows:— 


His Majesty’s Government in Canada undertake that 
protection by tariffs shall be afforded against United King- 
dom products only to those industries which are reasonably 
assured of sound opportunities for success. 


This, as far as it goes, is good. Its appearance in these 
agreements is perhaps a recognition by Dominion statesmen of 
the fact that their protection has in certain cases been carried 
to a pitch at which industries have been developed that can 
never hope to maintain themselves without high duties, that 
constitute an undue burden on their own consumers, and that, 
by reducing imports, diminish the turnover of trade, to the 
detriment of their great exporting industries. Unfortunately, 
this principle is incapable of clear definition, and it would be 
extremely hard to find any industry which would not claim that 
it can establish itself firmly if only it is protected sufficiently 
at the moment. Whether this clause is of any importance or not 
entirely depends upon the interpretation given to it by the 
Dominions concerned, and this, in its turn, depends upon the 
state of public opinion, and the extent to which exporting in- 
dustries and consumers can make their influence felt as against 
that of the interests directly concerned. It is not to be 
imagined that the British Government could use this clause as 
an argument with a Dominion Government to allow a particular 
industry to disappear. Nor, in the absence of any further defi- 
nition, can it be regarded as a declaration of specific intention 
by Dominion statesmen themselves. In the circumstances it 
can for the present only be treated as a pious assertion. 


Tue CoMPENSATORY TARIFF. 


An attempt has, however, been made to give greater precision 
to the protection to be established by the Dominions. The 
declaration of principle is contained in the following clause :— 


His Majesty’s Government in Canada undertake that 
during the currency of this Agreement the tariff shall be 
based on the principle that protective duties shall not 
exceed such a level as will give United Kingdom producers 
full opportunity of reasonable competition on the basis of 





the relative cost of economical and efficient production, 
provided that in the application of such principle special 
consideration shall be given to the case of industries not 
fully established. 


This statement of principle, which is, of course, by no means 
new, looks at first sight to be very fair and just. But, on 
further examination, it will be found to be not only misleading 
but vicious; for while it appears to be a limiting principle, it 
is not a limitation either in theory or in practice ; forif carried 
out strictly it would put an end to all foreign trade. Clearly, 
if a duty is put on equal to this difference, there will be no 
benefit from foreign trade, which is only advantageous because 
you can buy abroad cheaper than you can produce at home, and 
vice versa as regards exports. Practice confirms this theoretical 
conclusion. The doctrine was embodied by Congress in the 
American Tariff Acts many years ago as an instruction to the 
American Tariff Commission. One of the earliest members of 
that Commission, charged with the duty of carrying out this 
policy, wrote a book on ‘‘ Making the Tariff in the United 
States,’’ in which he pointed out the practical difficulty of 
carrying out this doctrine. Here are some of his conclusions :— 


The application of the difference between costs as a mea- 
sure of duties is usually impossible owing to the difficulty 
of finding what the difference amounts to. 


Even if cost data were reliable the fact would remain that 
there is in every country more than one cost at which any 
commodity is produced in commercial quantities. 


The difficulties in obtaining and verifying costs of pro- 
duction are infinitely greater in foreign countries than 
they are in the United States. 

The conclusion cannot be escaped that it is rarely pos- 
sible to ascertain accurately the difference in costs of pro- 
duction at home and abroad. To use as the basis of a 
general tariff act a thing so fleeting, evasive, and shadowy 
would be neither right nor possible. 


The result was precisely what might have been expected, for, 
under the operation of this famous clause, practically every 
change has been upwards; the only exceptions being of such 
small importance as to be derisory. The principle has for many 
years past been used as a justification for the highest tariffs in 
the world. When the French delegates attempted to introduce 
it at the World Conference of 1927 as a basis for rationalising 
tariffs, it was rejected out of hand. 


In practice no country has ever been able to carry out this 
so-called ‘‘ scientific principle’ in tariff making, but has used 
its discretion as to the extent to which it will allow goods to 
come in subject to the penalty of a protective duty, and how 
far it will go towards excluding them altogether. 


Britisu Cask Berore TarirF Boarps. 


There are, however, two paragraphs in the Canadian and 
Australian Agreements which may prove of value. One is 
that the tariffs of those countries shall be guided by their re- 
spective Tariff Boards; the other is that British producers shall 
be entitled to full rights of audience before these Boards when 
reconsidering tariff rates with a view to giving effect to the 
‘“comparative cost of production ”’ principle. This right of 
representation may undoubtedly influence the interpretation 
given by the Boards to this directing principle. There are 
precedents for the course proposed in British delegations which 
have attended tariff hearings in the United States. 


It is, however, of interest to notice in passing a slight but 
significant difference in the wording of the agreements regard- 
ing the role to be played by the Tariff Boards. Thus Australia 
undertakes that ‘‘ no new protective duty shall be imposed and 
no existing duty shall be increased on United Kingdom goods 
to an amount in excess of the recommendation of the Tariff 
Tribunal.” Canada undertakes that ‘no existing duty shall 
be increased on United Kingdom goods except after an inquiry 
and the receipt of a report from the Tariff Board, and in ac- 
cordance with the facts so found by that body.’’ In the latter 
case the Board is a fact finding body and discretion is obtained 
for the Canadian Parliament. In the former there is an under- 
taking, which follows the precedent of the British Import 
Duties Act, that Parliament will not impose duties in excess of 
the recommendations of the Tribunal. 
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PART III.—GENERAL CONSIDERATIONS. 


Empire Tariffs. 


The preceding section gives such indication as is now possible 
of the effect of Ottawa on inter-Imperial trade. But whether 
the amount of diversion which it causes proves to be great or 
small, certain definite facts emerge from our analysis. One is 
that the wide range of duties introduced by the various tariff 
measures in this country during the last few months has added 
a new and very important obstacle to the flow of international 
trade generally; another is that, while our tariff will be fur- 
ther increased by the Ottawa Agreements, the Conference has 
failed to produce any substantial modification of Dominion 
tariffs, the most important of which remain at a high level 
against British goods, and a still higher level against the rest of 
the world. 

As regards our own tariff, it is not easy, without very elabo- 
rate calculations, to work out an average figure of the level of 
duties, but the figures given in a previous table show (a) that 
while our rates of duty do not put our system in a category of 
very high protection, we are definitely above a low tariff level, 
and (b) that our tariff covers an exceptionally wide range of 
products. 

As to Dominion tariffs, the account given in Part II. gives 
some indication of their magnitude. So far as a comparison 
with the rest of the world is concerned, the only recent general 
investigation of tariff levels is that which was carried out in 
connection with the World Economic Conference of 1927. This 
inquiry has reference to general trade, and, therefore, the 
figures for the Dominions indicate the incidence of their tariffs 
on foreign goods. The comparison shows that at that date the 
Dominions were already among the higher tariff nations. The 
following are the indices of tariffs on manufactured articles of 
the leading countries of the world at the beginning of 1927 :— 


New States of Great Powers of Scandinavian and 





Countries outside — 
> . > other Low-tariff 
Europe. Central Europe. Europe. Counteles. 
i 

| 
United States ... 37 | Poland ......... _§ tae 41 | Sweden .,.......... 16 
Argentine ......... 29 | Hungary ...... De WME: snevsesssous 22 | Belgium ......... 15 
Australia ........- 27 | Czechoslovakia 27 | France............ 21 | Switzerland ...... 14 
ee 23 | Jugo-Slavia ... 23 | Germany......... 20 | Denmark ......... 10 
en Ee ens 16 | Great Britain § | Holland.........00. 6 





As we have already seen, the Dominion tariffs—like those of 
many other countries—have risen sharply since the date of this 
investigation, but it was the situation represented by these 
figures that led the Conference of 1927 to put on record that 
‘the time has come to put an end to the increase of tariffs and 
to move in the opposite direction.’’ Unfortunately this has not 
happened, and in particular the increase in the case of the chief 
countries outside Europe has been so considerable as to con- 
stitute a very serious obstacle to the development of inter- 
national trade. 

The figures in the table, which at that date were regarded 
as excessive, and have since been enormously increased, should 
serve to correct many ideas prevalent to-day regarding what is 
sometimes represented as a reasonable level of protection, and 
fully justify the recently announced programme of Mr 
Mackenzie King that he would cut Canadian duties against 
British goods by 50 per cent. Reductions of at least this order 
or magnitude are needed if international commerce is to regain 
a reasonable freedom of movement. 


Trade with the Rest of the World. 


What then will be the effect of the Ottawa Agreements on 
the trade of the countries of the Empire with foreign countries? 
Mr Baldwin, speaking for the British delegation, made it clear 
at the outset that in his opinion the countries of the Common- 
wealth depend upon world prosperity ‘‘ both directly, when 
they are selling commodities for which a world market is in- 
dispensable to them, and also indirectly, when they sell to the 
United Kingdom, because the purchasing power of the United 
Kingdom depends upon her ability to sell in a world market, 
and that in turn depends upon the ability of the world to buy.’’ 
The Ottawa Agreements were, therefore, to lead to the lower- 
ing of trade barriers generally, to the restoration of a sound 
level of wholesale commodity prices by ‘‘ stimulating demand in 
the world markets,” and to the making of commercial arrange- 
ments with other groups of nations. 

The wish of the British delegation to put on record that re- 
covery could best be obtained by the lowering of trade barriers 
was unfortunately not realised, and the only reference to the 
effect of the Ottawa decisions on the rest of the world is in the 
general resolution quoted at the beginning of this Supplement, 
which expresses the hope that other countries will benefit 
through the increased purchasing power resulting from greater 


prosperity within the Empire. But the world’s total purchas. 
ing power is not increased if trade is merely diverted from one 
channel to another in which it would not naturally flow, or 
what is gained in one direction is lost or more than lost jp 
another; there is nothing in our survey of these Agreements to 
justify the claim that such small reductions of the barriers 
within the Empire as has taken place, offsets the increases 
against the rest of the world. 

The important question for the future, therefore, is whether 
the various countries of the Empire are prepared to diminish 
their barriers against the rest of the world in return for reduc. 
tions by other countries. 

One of the ways by which this might be brought about would 
be to permit certain other countries to enjoy the preferential 
rates prevailing between the countries of the Empire. This 
would, however, raise the problem of most-favoured-nation 
treatment for countries not so admitted but which have most- 
favoured-nation treaties with Britain or other countries of the 
Empire; and even if this difficulty were overcome, the possi- 
bility is in any case ruled out by the resolution of the Confer- 
ence regarding the extension of preferences beyond the bounds 
of the Empire. This resolution states that while each Govern. 
ment will determine its particular policy in its treaty relations 
to other countries, ‘‘ the representatives of the various Govern- 
ments on the Committee stated that it was their policy that no 
treaty obligations into which they might enter in the future 
should be allowed to interfere with any mutual preferences 
which Governments of the Commonwealth might decide to 
accord to each other, and that they would free themselves from 
existing treaties, if any, which might so interfere. They 
would, in fact, take all the steps necessary to implement and 
safeguard whatever preferences might be so granted.’’ The 
only interpretation to be put upon this resolution is that it 
would not accord with the spirit of the Ottawa Agreements if 
any Dominion allowed other countries to share in their advan- 
tages except by the general consent of the Empire. 


Tariff Bargaining. 

There remains the possibility of negotiation with individual 
countries or groups of countries. In this respect the Dominions 
remain free to offer reductions in their tariffs except in so far as 
they have undertaken to maintain a specific margin of pre- 
ference for British goods; thus the Australian agreement 
leaves the Government free to reduce any duties it thinks fit 
subject to the condition that items in the main schedules to 
the Agreement cannot be reduced below 15 per cent. ad 
valorem, which is the guaranteed minimum margin of prefer- 
ence applicable to these goods. This guarantee continues for 
a period of five years and can only be modified during that 
period by a variation in the terms of the agreement after 
consultation with Great Britain. So far as duties on the 
scheduled articles which are not yet down to this level are 
concerned, Australia can do as she pleases in the way of re- 
vision, provided the appropriate margins are observed. Canada 
is less free, for her agreement, which is also for five years, 
takes the form of a schedule in which a whole series of definite 
rates are detailed. This schedule, however, does not cover s0 
large a range of Canadian trade as the ‘ formula ”’ covers in 
the case of Australia, and for unscheduled goods Canada, of 
course, remains free. The position of other Dominions will be 
evident from the outline of the Agreements given in Part II. 


So far as Great Britain is concerned, the possible concessions 
that she can make to foreign countries are limited for a period 
of five years in the case of all commodities covered by the 
Ottawa agreements by the minimum duties thereby imposed, 
including the three categories of articles hitherto free and 
now to be taxed, articles on which increased specific duties are 
imposed, and articles in respect of which a 10 per cent. ad 
valorem duty is guaranteed for five years. These limitations 
apply to goods the importation of which amounted to £2/% 
millions in 1930 out of a total of imports of £1,032 millions, 
i.e., 26.9 per cent. of British trade. Over the rest of the field 
we are uncommitted, and even in respect of these Ottawa items 
there is room for bargaining in the form of an undertaking not 
to increase our tariffs beyond these minimum figures. These 
Ottawa rates, however, present certain specific difficulties, for 
some of them are rather high and particularly apply to imports 
from countries which are most ready to make arrangements 
with us. The dairy produce duties, for example, which partict 
larly affect the trade of Denmark, amount to 15 per cent. Thus, 
although there is a considerable volume of trade in which 
bargains regarding particular reductions of duty might be 
made, the Agreements have definitely limited our field of 
mancuvre. Experience, moreover, has shown that piecemeal 


barter in duties with individual countries has not led in the 
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past to substantial or to general reductions of tariffs, and this 
experience is likely to be repeated in the future, so long as 
mutual concessions of this kind have to be made generally 
applicable to all the world by virtue of the most-favoured-nation 
clause. 

A more hopeful line of approach is the suggestion of an agree- 
ment among those countries who are prepared to adhere now 
to a low tariff policy capable of simple definition and involving 
“equal treatment ’’ to one another’s trade. Though this 
would involve a new definition of the most-favoured-nation 
clause, it would prove a general benefit provided the regime 
applied to other countries were of a liberal character, while it 
would not be open to the charge of being hostile in intent pro- 
vided it were open to any nation to join the group by conform- 
ing to the standard laid down. 

But whether this be the proper line of approach or not, 
it is obvious that some drastic measure is necessary if the 
present blockade of international trade is to be broken. The 
Ottawa Agreements unquestionably limit the scope of of any 
very far-reaching proposal. Indeed, no indication has yet been 
given of the existence of any general plan for this purpose 
that will fit in with the Ottawa undertakings. In the absence 
of such a plan it is clear that the Empire tariffs as they now 
emerge do not fulfil Mr Baldwin’s first condition of contributing 
to the prosperity of the world. 


Summary of Conclusions. 


The chief conclusions which emerge from the preceding survey 
are as follows :— 


(1) The Agreements offer a limited advantage to the countries 
of the Empire by diverting trade from the rest of the world. 
But this has been achieved in the main by stabilising or impos- 
ing fresh tariffs in this country and by increasing against the 
rest of the world the tariffs of the Dominions, some of which 
were already inordinately high. Such advantages as have been 
achieved have thus been at the cost of creating fresh difficulties 
for other countries at a time of very exceptional and universal 
stress. 


(2) Britain has agreed to a considerable widening and height- 
ening of our tariff on food and raw material. This step must 
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prove a relative handicap in the cost of manufacture and must 
raise the cost of living unless it coincides with a fall of world 


prices—which is indeed likely to be precipitated by the erection 
of new barriers to trade. 


_ (3) Britain is now giving permanence over a wide range of 
imports to fiscal measures which were avowedly taken last 
autumn as a temporary expedient to meet a national emer- 
gency; and is making a serious constitutional innovation in 
the matter of its fiscal sovereignty. 


(4) Though the British tariff is, so far, wide in scope rather 
than extreme in height, the Agreements (e.g., the British 
dairy produce reservations) contain sinister hints of further 
domestic protection to come. 


(5) The new restrictions court the risk of retaliation from 
foreign countries against our exports. 


(6) We have given our approval to the vicious principle of 
‘‘compensatory tariffs ’’—a principle whose application, if 
logically carried out, would destroy the entire basis of all 
international exchange of goods. 


(7) At a juncture when quotas and other quantitative import 
restrictions are paralysing international commerce, and it is 
of the utmost importance that the system should as soon as 
possible be abolished, we have announced our intention of in- 
stituting in the case of a vital commodity like meat a scheme 
which is intended to bring about a contraction of supply and 
an artificial rise of price through diversion of trade from its 
natural channels. 


(8) By this extension of the quota system, by following the 
easy course of increasing tariffs against foreign countries 
instead of initiating a downward movement, and by endorsing 
the principle of compensatory tariffs, the Agreements have set 
a bad example to the world, and have thereby diminished the 
hope of progress at the World Economic Conference towards 
greater fiscal sanity. 

The judgment of history, we fear, will be that at a time when 
a world in chaos was looking to Great Britain for a lead the 
British Government has chosen to give a lead in a direction 
which points only to the intensification of trade barriers and 
the impoverishment of the world. 
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Empire Tariffs. 


The preceding section gives such indication as is now possible 
of the effect of Ottawa on inter-Imperial trade. But whether 
the amount of diversion which it causes proves to be great or 
small, certain definite facts emerge from our analysis. One is 
that the wide range of duties introduced by the various tariff 
measures in this country during the last few months has added 
a new and very important obstacle to the flow of international 
trade generally; another is that, while our tariff will be fur- 
ther increased by the Ottawa Agreements, the Conference has 
failed to produce any substantial modification of Dominion 
tariffs, the most important of which remain at a high level 
against British goods, and a still higher level against the rest of 
the world. 

As regards our own tariff, it is not easy, without very elabo- 
rate calculations, to work out an average figure of the level of 
duties, but the figures given in a previous table show (a) that 
while our rates of duty do not put our system in a category of 
very high protection, we are definitely above a low tariff level, 
and (b) that our tariff covers an exceptionally wide range of 
products. 

As to Dominion tariffs, the account given in Part II. gives 
some indication of their magnitude. So far as a comparison 
with the rest of the world is concerned, the only recent general 
investigation of tariff levels is that which was carried out in 
connection with the World Economic Conference of 1927. This 
inquiry has reference to general trade, and, therefore, the 
figures for the Dominions indicate the incidence of their tariffs 
on foreign goods. The comparison shows that at that date the 
Dominions were already among the higher tariff nations. The 
following are the indices of tariffs on manufactured articles of 
the leading countries of the world at the beginning of 1927 :— 


. : , ‘ g Scandinavian : 
Countries outside New States of | Great Powers of Scandinavian and 








> 3 : . . other Low-tariff 
Europe. Central Europe. Europe. Countries. 
United States ... 37 | Poland ......... ee BED incensesesns 41 | Sweden ........... 16 
Argentine ......... 29 | Hungary ...... Se 0 EE. scensernneie 22 | Belgium ......... 15 
Australia ......... 27 | Czechoslovakia 27 | PERMOB. coserescese 21 | Switzerland ...... 14 
TD ionnumcenssis 23 | Jugo-Slavia 23 | Germany......... 20 | Denmark ......... 10 
em 16 | Austria ......... 16 | Great Britain 5 | Hollanz......00000. 6 


As we have already seen, the Dominion tariffs—like those of 
many other countries—have risen sharply since the date of this 
investigation, but it was the situation represented by these 
figures that led the Conference of 1927 to put on record that 
‘‘the time has come to put an end to the increase of tariffs and 
to move in the opposite direction.’?’ Unfortunately this has not 
happened, and in particular the increase in the case of the chief 
countries outside Europe has been so considerable as to con- 
stitute a very serious obstacle to the development of inter- 
national trade. 

The figures in the table, which at that date were regarded 
as excessive, and have since been enormously increased, should 
serve to correct many ideas prevalent to-day regarding what is 
sometimes represented as a reasonable level of protection, and 
fully justify the recently announced programme of Mr 
Mackenzie King that he would cut Canadian duties against 
British goods by 50 per cent. Reductions of at least this order 
or magnitude are needed if international commerce is to regain 
a reasonable freedom of movement. 


Trade with the Rest of the World. 


What then will be the effect of the Ottawa Agreements on 
the trade of the countries of the Empire with foreign countries ? 
Mr Baldwin, speaking for the British delegation, made it clear 
at the outset that in his opinion the countries of the Common- 
wealth depend upon world prosperity ‘‘ both directly, when 
they are selling commodities for which a world market is in- 
dispensable to them, and also indirectly, when they sell to the 
United Kingdom, because the purchasing power of the United 
Kingdom depends upon her ability to sell in a world market, 
and that in turn depends upon the ability of the world to buy.”’ 
The Ottawa Agreements were, therefore, to lead to the lower- 
ing of trade barriers generally, to the restoration of a sound 
level of wholesale commodity prices by ‘‘ stimulating demand in 
the world markets,” and to the making of commercial arrange- 
ments with other groups of nations. 

The wish of the British delegation to put on record that re- 
covery could best be obtained by the lowering of trade barriers 
was unfortunately not realised, and the only reference to the 
effect of the Ottawa decisions on the rest of the world is in the 
general resolution quoted at the beginning of this Supplement, 
which expresses the hope that other countries will benefit 
through the increased purchasing power resulting from greater 
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prosperity within the Empire. But the world’s total purchas. 
ing power is not increased if trade is merely diverted from one 
channel to another in which it would not naturally flow, or 
what is gained in one direction is lost or more than lost jn 
another; there is nothing in our survey of these Agreements to 
justify the claim that such small reductions of the barriers 
within the Empire as has taken place, offsets the increases 
against the rest of the world. 

The important question for the future, therefore, is whether 
the various countries of the Empire are prepared to diminish 
their barriers against the rest of the world in return for reduc- 
tions by other countries. 

One of the ways by which this might be brought about would 
be to permit certain other countries to enjoy the preferential 
rates prevailing between the countries of the Empire. This 
would, however, raise the problem of most-favoured-nation 
treatment for countries not so admitted but which have most- 
favoured-nation treaties with Britain or other countries of the 
Empire; and even if this difficulty were overcome, the possi- 
bility is in any case ruled out by the resolution of the Confer- 
ence regarding the extension of preferences beyond the bounds 
of the Empire. This resolution states that while each Govern- 
ment will determine its particular policy in its treaty relations 
to other countries, ‘‘ the representatives of the various Govern- 
ments on the Committee stated that it was their policy that no 
treaty obligations into which they might enter in the future 
should be allowed to interfere with any mutual preferences 
which Governments of the Commonwealth might decide to 
accord to each other, and that they would free themselves from 
existing treaties, if any, which might so interfere. They 
would, in fact, take all the steps necessary to implement and 
safeguard whatever preferences might be so granted.’’ The 
only interpretation to be put upon this resolution is that it 
would not accord with the spirit of the Ottawa Agreements if 
any Dominion allowed other countries to share in their advan- 
tages except by the general consent of the Empire. 


Tariff Bargaining. 

There remains the possibility of negotiation with individual 
countries or groups of countries. In this respect the Dominions 
remain free to offer reductions in their tariffs except in so far as 
they have undertaken to maintain a specific margin of pre- 
ference for British goods; thus the Australian agreement 
leaves the Government free to reduce any duties it thinks fit 
subject to the condition that items in the main schedules to 
the Agreement cannot be reduced below 15 per cent. ad 
valorem, which is the guaranteed minimum margin of prefer- 
ence applicable to these goods. This guarantee continues for 
a period of five years and can only be modified during that 
period by a variation in the terms of the agreement after 
consultation with Great Britain. So far as duties on the 
scheduled articles which are not yet down to this level are 
concerned, Australia can do as she pleases in the way of re- 
vision, provided the appropriate margins are observed. Canada 
is less free, for her agreement, which is also for five years, 
takes the form of a schedule in which a whole series of definite 
rates are detailed. This schedule, however, does not cover s0 
large a range of Canadian trade as the ‘‘ formula ’’ covers 1m 
the case of Australia, and for unscheduled goods Canada, of 
course, remains free. The position of other Dominions will be 
evident from the outline of the Agreements given in Part II. 


So far as Great Britain is concerned, the possible concessions 
that she can make to foreign countries are limited for a period 
of five years in the case of all commodities covered by the 
Ottawa agreements by the minimum duties thereby imposed, 
including the three categories of articles hitherto free and 
now to be taxed, articles on which increased specific duties are 
imposed, and articles in respect of which a 10 per cent. ad 
valorem duty is guaranteed for five years. These limitations 
apply to goods the importation of which amounted to £278 
millions in 1930 out of a total of imports of £1,032 millions, 
i.e., 26.9 per cent. of British trade. Over the rest of the field 
we are uncommitted, and even in respect of these Ottawa items 
there is room for bargaining in the form of an undertaking not 
to increase our tariffs beyond these minimum figures. Thes 
Ottawa rates, however, present certain specific difficulties, for 
some of them are rather high and particularly apply to imports 
from countries which are most ready to make arrangements 
with us. The dairy produce duties, for example, which partict- 
larly affect the trade of Denmark, amount to 15 per cent. Thus, 
although there is a considerable volume of trade in which 
bargains regarding particular reductions of duty might be 
made, the Agreements have definitely limited our field of 
mancuvre. Experience, moreover, has shown that piecemeal 
barter in duties with individual countries has not led in the 
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past to substantial or to general reductions of tariffs, and this 
experience is likely to be repeated in the future, so long as 
mutual concessions of this kind have to be made generally 
applicable to all the world by virtue of the most-favoured-nation 
clause. 

A more hopeful line of approach is the suggestion of an agree- 
ment among those countries who are prepared to adhere now 
to a low tariff policy capable of simple definition and involving 
“equal treatment ’’ to one another’s trade. Though this 
would involve a new definition of the most-favoured-nation 
clause, it would prove a general benefit provided the regime 
applied to other countries were of a liberal character, while it 
would not be open to the charge of being hostile in intent pro- 
vided it were open to any nation to join the group by conform- 
ing to the standard laid down. 

But whether this be the proper line of approach or not, 
it is obvious that some drastic measure is necessary if the 
present blockade of international trade is to be broken. The 
Ottawa Agreements unquestionably limit the scope of of any 
very far-reaching proposal. Indeed, no indication has yet been 
given of the existence of any general plan for this purpose 
that will fit in with the Ottawa undertakings. In the absence 
of such a plan it is clear that the Empire tariffs as they now 
emerge do not fulfil Mr Baldwin’s first condition of contributing 
to the prosperity of the world. 


Summary of Conclusions. 


The chief conclusions which emerge from the preceding survey 
are as follows :— 

(1) The Agreements offer a limited advantage to the countries 
of the Empire by diverting trade from the rest of the world. 
But this has been achieved in the main by stabilising or impos- 
ing fresh tariffs in this country and by increasing against the 
rest of the world the tariffs of the Dominions, some of which 
were already inordinately high. Such advantages as have been 
achieved have thus been at the cost of creating fresh difficulties 
for other countries at a time of very exceptional and universal 
stress. 


(2) Britain has agreed to a considerable widening and height- 
ening of our tariff on food and raw material. This step must 
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prove a relative handicap in the cost of manufacture and must 
raise the cost of living unless it coincides with a fall of world 
prices—which is indeed likely to be precipitated by the erection 
of new barriers to trade. 


(3) Britain is now giving permanence over a wide range of 
imports to fiscal measures which were avowedly taken last 
autumn as a temporary expedient to meet a national emer- 
gency; and is making a serious constitutional innovation in 
the matter of its fiscal sovereignty. 


(4) Though the British tariff is, so far, wide in scope rather 
than extreme in height, the Agreements (e.g., the British 
dairy produce reservations) contain sinister hints of further 
domestic protection to come. 


(5) The new restrictions court the risk of retaliation from 
foreign countries against our exports. 


(6) We have given our approval to the vicious principle of 
“‘compensatory tariffs ’’—a principle whose application, if 
logically carried out, would destroy the entire basis of all 
international exchange of goods. 


(7) At a juncture when quotas and other quantitative import 
restrictions are paralysing international commerce, and it is 
of the utmost importance that the system should as soon as 
possible be abolished, we have announced our intention of in- 
stituting in the case of a vital commodity like meat a scheme 
which is intended to bring about a contraction of supply and 
an artificial rise of price through diversion of trade from its 
natural channels. 


(8) By this extension of the quota system, by following the 
easy course of increasing tariffs against foreign countries 
instead of initiating a downward movement, and by endorsing 
the principle of compensatory tariffs, the Agreements have set 
a bad example to the world, and have thereby diminished the 
hope of progress at the World Economic Conference towards 
greater fiscal sanity. 

The judgment of history, we fear, will be that at a time when 
a world in chaos was looking to Great Britain for a lead the 
British Government has chosen to give a lead in a direction 
which points only to the intensification of trade barriers and 
the impoverishment of the world. 
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